Date: November 17, 2021
IMPORTANT NOTICE
Dear Sir or Madam,

Banco Mercantil del Norte, Institucién de Banca Multiple, Grupo FinancieroBanorte — Issue of United States
dollar-denominated perpetual callable subordinated non-preferred non-cumulative Tier 1 capital notes (the
“Offer”)

We referto the proposed offer of the securities referred to above (the “Notes”), further details of which are set outin
the Offering Memorandum dated November 17, 2021 (the “Offering Memorandum?), which is being sent to you
with this letter and which will be supplemented by a pricing termsheet relating to the Notes. This letter contains
important information relatingto restrictions with respectto theofferand sale of the Notes (including pursuant to the
Regulations (as defined below) to retail investors).

Restrictions on marketing and sales of the Notes to retail investors inthe European Economic Area (“EEA”)
and in the United Kingdom (“UK”)

The Notes discussed in the Offering Memorandumare complex financial instruments and are not a suitable or
appropriate investment forallinvestors. In some jurisdictions, regulatory authorities have adopted or published laws,
regulations or guidancewith respectto the offer or sale of securities such as the Notes to retail investors.

In particular, in June 2015, the UK Financial Conduct Authority (the “FCA”) published the Product Intervention
(Contingent Convertible Instruments and Mutual Society Shares) Instrument 2015, which took effect from1 October
2015 (the “PI Instrument”).

In addition, (i) on 1 January 2018, the provisions of Regulation (EU) No. 1286/2014 on key information docurments
for packaged and retail and insurance-based investment products (the “PRIIPs Regulation™) became directly
applicable in all EEA member states and (ii) the Markets in Financial Instruments Directive 2014/65/EU (as amended)
(“MiFID 1I”) was required to be implemented in EEA member states by 3 January 2018. Together, the PRIIPs
Regulation and MiFID Il are referred to as the “EU Regulations”.

The provisions of the PRIIPs Regulation as it forms part of UK domestic law by virtue of the European Union
(Withdrawal) Act 2018 (the “EUWA”) are referred to herein as the “UK PRIIPs Regulation”, and the provisions of
Regulation (EU) 600/2014 as it forms part of UK domestic law by virtue of the EUW A are referred to herein as “UK
MiFIR”. Together, the UK PRIIPs Regulation and the UK MiFIR are referred to as the “ UK Regulations”.

Together, the PI Instrument, the EU Regulationsand the UK Regulations are referred to as the “Regulations”.

The Regulations set outvarious obligations in relation to (i) the manufacturing and distribution of financial instrurments
and (ii) the offering, sale and distribution of packaged retail and insurance-based investment products and certain
contingent write down or convertible securities, suchas the Notes.

Potential investors should inform themselves of, and comply with, any applicable laws, regulations or regulatory
guidancewith respectto anyresale of the Notes (or any beneficial interesttherein), including the Regulations.

Certain of the affiliates of Goldman Sachs & Co. LLC (the “Global Coordinator”) and Goldman Sachs & Co.
LLC, Morgan Stanley & Co. LLC and Credit Suisse Securities (USA) LLC (together the “Joint Book-Running
Managers”, and together with the Global Coordinator, the “Initial Purchasers™) are requiredto comply with
some or all of the EU Regulations. By purchasing, or making or accepting an offer to purchase, any Notes (or
a beneficial interest in such Notes) from Banco Mercantil del Norte, Institucion de Banca Multiple, Grupo
FinancieroBanorte (the “Issuer”) and/or the Initial Purchasers or their affiliates you represent, warrant, agree
with and undertake to the Issuer and each of the Initial Purchasersor their affiliates that:

1. you arenot:



2.

3.

(@) aretail clientinthe EEA (as definedin MiFID II); or

(b) a customer in the EEA within the meaning of Directive (EU) 2016/97 (the “Insurance
Distribution Directive”) where that cus tomer would not qualify as a professional client as definedin
point (10) of Article 4(1) of MiFID II;

eachreferredtoas “EEA Retail Investor”;
whether or not you are subject to the EU Regulations, youwill not:
(@) sellor offer the Notes (or any beneficial interests therein) to EEA Retail Investors; or

(b) communicate (including the distribution of this offering memorandum) or approve an
invitation or inducementto participate in,acquire or underwrite the Notes (or any beneficial
interests therein) where that invitation or inducement is addressedto or disseminatedinsuch
away that itis likelytobe received by an EEA Retail Investor.

In selling or offering the Notes or making or approving communications relating to the Notes, that
prospective investor may not rely on the limitedexemptions setoutin the Pl Instrument; and

you will at all times comply with all applicable laws, regulations andregulatory guidance (whether
inside or outside the EEA) relating tothe promotion, offering, distribution and/or sale of the Notes
(or any beneficial interests therein), including (without limitation) MiFID Il and any such other
applicable laws, regulations andregulatory guidance relating to determining the appropriateness
and/or suitability of an investmentin the Notes (or any beneficial interests therein) by investors in
any relevant jurisdiction.

You further acknowledge that:

) where the identified target market for the Notes (for the purposes of the product gowernance
obligations in MiFID II) is eligible counterparties and professional clients, you will take into
consideration such target marketassessment; and

(i) where no key information document under the PRIIPs Regulation has been prepared for an issue of
the Notes, the offering or selling of such Notes or otherwise making them available to any EEA Retail
Investor may be unlawful under the PRIIPs Regulation.

Certain of the affiliates of the Initial Purchasers are requiredto comply with some or all of the UK Regulations.
By purchasing, or making or accepting an offer to purchase, any Notes (or a beneficial interestinsuch Notes)
from the Issuer and/or the Initial Purchasers or their affiliates you represent, warrant, agree with and
undertake to the Issuer and each of the Initial Purchasers or their affiliates that:

1.

you are not:

(@) aretailclientinthe UK (as defined in point (8) of Article 2 of Regulation (EU) 2017/565 as it
forms part of UK domestic law by virtue of the EUWA); or

(b) acustomer inthe UKwithin the meaning of the provisions of the Financial Services and Markets
Act 2000 (“FSMA”) and any rules or regulations made under FSMA to implement the Insurance
Distribution Directive, where that customer would not qualify as a professional client, as definedin
point (8) of Article2(1) of UK MIFIR;

each referredtoas “UK Retail Investor”;

whether or not you are subject to the UK Regulations, youwill not:

(@) sell or offer the Notes (or any beneficial interests therein) to a UK Retail Investor; or



(b) communicate (including the distribution of this offering memorandum) or approwe an
invitation or inducementto participate in,acquire or underwrite the Notes (or any beneficial
interests therein) where that invitation or inducement is addressedto or disseminatedin such
away that itis likelytobe received by a UK Retail Investor.

In selling or offering the Notes or making or approving communications relating to the Notes, that
prospective investor may not rely on the limitedexemptions setoutinthe PI Instrument; and

3. you will at all times comply with all applicable laws, regulations andregulatory guidance (whether
inside or outside the UK) relating tothe promotion, offering, distribution and/or sale of the Notes
(or any beneficial interests therein), including (without limitation) UK MiFIR and any such other
applicable laws, regulations andregulatory guidance relating to determining the appropriateness
and/or suitability of an investmentin the Notes (or any beneficial interests therein) by investors in
any relevant jurisdiction.

You further acknowledge that:

0] where the identified target market for the Notes (for the purposes of the product gowernance
obligations in the FCA Handbook Product Intervention and Product Gowernance Sourcebook) is
eligible counterparties and professional clients, you will take into consideration such target market
assessment; and

(i) where no key information document under the UK PRIIPs Regulation has been prepared for an issue
of the Notes, the offering or selling of such Notes or otherwise making them available to any UK Retail
Investor may be unlawful under the UK PRIIPs Regulation.

PRIIPs Regulation/Prohibition of Sales to EEA Retail Investors — The Notes are notintendedto be offered, sold
orotherwise madeavailable toand should not be offered, sold or otherwise made available to any EEA Retail Investor.
Consequently, no key information document required by the PRIIPs Regulation for offering or selling the Notes or
otherwise making themavailable to EEA Retail Investors has been prepared and therefore offering or selling the Notes
or otherwise making themavailable to any EEA Retail Investor may be unlawfulunder the PRIIPs Regulation.

UK PRIIPs Regulation/Prohibition of Sales to UK Retail Investors — The Notes are not intended to be offered,
sold or otherwise made available to and should not be offered, sold or otherwise made available to any UK Retail
Investor. Consequently, no key information document required by the UK PRIIPs Regulation for offering or selling
the Notes or otherwise making themavailable to UK Retail Investors has been prepared and therefore offering or
selling the Notes or otherwise making themavailable to any UK Retail Investor may beunlawful under the UK PRIIPs
Regulation.

EEA MIFID 1l Product Governance — Solely for the purposes of each relevant manufacturer’s product approval
process, where thetarget market assessmentin respectofthe Notes has led tothe conclusionthat: (i) the target market
for the Notes s eligible counterparties and professional clients only, each as defined in MiFID II; and (i) all channels
fordistributionofthe notestoeligible counterparties and professional clients are appropriate, any person subseguently
offering, selling or recommending the Notes (a “distributor”) should take into consideration the manufacturers’ target
market assessment in respect ofthe Notes; however, a distributor subject to MiFID Il is responsible for undertaking
its own target market assessment in respect of the Notes (by either adopting or refining the manufacturers’ target
market assessment) and determining appropriate distribution channels.

UK MiFIR Product Governance — Solely forthe purposes of each relevant manufacturer’s product approval process,
where the target market assessment in respect of the Notes has led to the conclusion that: (i) the target market for the
Notes is only eligible counterparties, as defined in the FCA Handbook Conduct of Business Sourcebook, and
professional clients, as defined in UK MIFIR; and (ii) all channels for distribution of the notes to eligible counterparties
and professional clients are appropriate, any person subsequently offering, selling or recommending the Notes (@
“distributor”) should take into consideration the manufacturers’ target market assessment in respect of the Notes;
however, a distributor subject to the FCA Handbook Product Intervention and Product Governance Sourcebook is
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or refining
the manufacturers’ target market assessment) and determining appropriate distribution channels.



Where acting as agent on behalf of a disclosed or undisclosed clientwhen purchasing, or making oraccepting an offer
to purchase, any Notes (or any beneficial interests therein) from the Issuer and/or the Initial Purchasers or their
affiliates the foregoing representations, warranties, agreements and undertakings will be given by and be bindingupon
both the agent and its underlying client(s).

This communication is only being distributed to and is only directed at (i) persons who are outside the UK or (ii)
investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”) or (iii) high net worth entities and other persons to whom it may lawfully be
communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as
“relevant persons”). The Notes are only available to, and any invitation, offer oragreement to subscribe, purchase
or otherwise acquire such Notes will be engaged in only with, relevant persons. Any person who is not a relevant
personshould not act orrely on this document or any of its contents.

You acknowledge that each of any Issuer and the Initial Purchasers will rely upon the truth and accuracy of the
representations, warranties, agreements and undertakings set forth herein and are entitled to rely uponthis letter and
are irrevocably authorized to producethis letter ora copy hereof to any interested party in any administrative or legal
proceeding or official inquiry with respect to the matters covered hereby. This letter is additional to, and shall not
replace, the obligations set out in any pre-existing general engagement terms entered into betweenyouand any of the
Initial Purchasers relating tothe matters set out herein.

This document is notan offerto selloran invitationto buyany Notes.

Your offer or agreement to buy any Notes will constitute your acceptance of the terms of this letter and your
confirmation that the representations and warranties made by you pursuant to this letter are accurate.

This letter and any non-contractual obligations arising out of or in connection with it are governed by English law.
The courts of England have exclusive jurisdictionto settle any dispute arising out of or in connection with this letter
(including adisputerelating to the existence or validity of this letter or any non-contractual obligations arising out of
or in connectionwith this letter) orthe consequences of its nullity.

Should yourequire any further information, please do contact us.

Yours faithfully,

The Initial Purchasers andtheir respective affiliates licensed to offer and sell the Notes inthe UK and the EEA



IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE EITHER (1) QUALIFIED
INSTITUTIONAL BUYERS (“QIBs”) (WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES
ACT, AS AMENDED (THE “SECURITIES ACT”))OR (2) NON-U.S. PERSONS (WITHIN THE MEANING OF
REGULATION S UNDER THE SECURITIES ACT) OUTSIDE THE U.S.

IMPORTANT: You must read the following before continuing. The following applies to the Offering
Memorandumfollowing this page, andyouare advised to read this carefully before reading, accessing or making any
other use of the Offering Memorandum. In accessing the Offering Memorandum, you agree to be bound by the
following terms and conditions, including any modifications to themany time you receive any information fromus as
aresultofsuchaccess.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR
SALE IN ANY JURISDICTION WHEREIT IS UNLAWFULTO DO SO. THE SECURITIES HAVE NOT BEEN,
AND WILL NOT BE, REGISTERED UNDER THE SECURITIES ACT, OR THE SECURITIES LAWSOF ANY
STATEOFTHE U.S. OR OTHER JURISDICTION AND THE SECURITIES MAYNOT BE OFFERED OR SOLD
WITHIN THE U.S. OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN
REGULATION S UNDER THE SECURITIES ACT), EXCEPT PURSUANT TO ANEXEMPTION FROM, OR IN
A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT
AND APPLICABLE LAWS OF OTHER JURISDICTIONS.

PRIIPs Regulation/Prohibition of Sales to EEA Retail Investors — The Notes are notintendedto be offered, sold
orotherwise madeavailable toand should not be offered, sold or otherwise made available to any EEA Retail Investor.
Consequently, no key information document required by the PRIIPs Regulation for offering or selling the Notes or
otherwise making themavailable to EEA Retail Investors has been prepared and therefore offering or selling the Notes
or otherwise making themavailable to any EEA Retail Investor may be unlawfulunderthe PRIIPs Regulation.

UK PRIIPs Regulation/Prohibition of Sales to UK Retail Investors — The Notes are not intended to be offered,
sold or otherwise made available to and should not be offered, sold or otherwise made available to any UK Retail
Investor. Consequently, no key information document required by the UK PRIIPs Regulation for offering or selling
the Notes or otherwise making them available to UK Retail Investors has been prepared and therefore offering or
selling the Notes or otherwise making themavailable to any UK Retail Investor may be unlawful under the UK PRIIPs
Regulation.

EEA MIFID 1l Product Gowernance — Solely for the purposes of each relevant manufacturer’s product approval
process, where thetarget market assessmentin respectofthe Notes has led to the conclusion that: (i) the target market
for the Notes s eligible counterparties and professional clients only, each as defined in MiFID II; and (ii) all channek
fordistribution ofthe notes toeligible counterparties and professional clients are app ropriate, any person subsequently
offering, selling or recommending the Notes (a “distributor”’) should take into consideration the manufacturers’ target
market assessment in respect ofthe Notes; however, a distributor subject to MiFID Il is responsible forundertaking
its own target market assessment in respect of the Notes (by either adopting or refining the manufacturers’ target
market assessment) and determining appropriate distribution channels.

UK MiFIR Product Governance — Solely forthe purposes of each relevant manufacturer’s product approval process,
where the target market assessment in respect of the Notes has led to the conclusion that: (i) the target market for the
Notes is only eligible counterparties, as defined in the FCA Handbook Conduct of Business Sourcebook, and
professional clients, as defined in UK MiFIR; and (ii) all channels for distribution of the notes toeligible counterparties
and professional clients are appropriate, any person subsequently offering, selling or recommending the Notes (@
“distributor”) should take into consideration the manufacturers’ target market assessment in respect of the Notes;
however, a distributor subject to the FCA Handbook Product Intervention and Product Governance Sourcebook is
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or refining
the manufacturers’ target market assessment) and determining appropriate distribution channels.

Where acting asagent on behalf of a disclosed or undisclosed clientwhen purchasing, or making oraccepting an offer
to purchase, any Notes (or any beneficial interests therein) from the Issuer and/or the Initial Purchasers or their



affiliates the foregoing representations, warranties, agreements and undertakings will be given by and be bindingupon
both the agent and its underlying client(s).

This communication is only being distributed to and is only directed at (i) persons who are outside the UK or (ii)
investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (the “Order”) or (iii) high net worth entities and other persons to whom it may lawfully be
communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as
“relevant persons”). The Notes are only available to, and any invitation, offer oragreement to subscribe, purchase or
otherwise acquire such Notes will be engaged in only with, relevant persons. Any personwho is nota relevant person
shouldnotactorrely on this document orany of its contents.

THE FOLLOWING OFFERING MEMORANDUM MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY
OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. ANY
FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS
UNAUTHORIZED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF
THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

Confirmation of your Representation: In order to be eligible to view this Offering Memorandum or make an
investment decision with respect to the securities, investors must be either (1) QIBs or (2) non-U.S. persons (within
the meaning of Regulation Sunderthe Securities Act) outside the U.S. This Offering Memorandumis being sent at
your request and by accepting the e-mail and accessing this Offering Memorandum, you shall be deemed to have
represented tous that(1) you andany customers you represent are either (a) QIBs or (b) non-U.S. persons (within the
meaning of Regulation S underthe Securities Act) and that the electronic mail address thatyou gave usand towhich
this Offering Memorandumhas beendelivered is notlocated in the U.S.,and (2) that you consent to delivery of such
Offering Memorandumby electronic transmission.

You are reminded that this Offering Memorandumhas been delivered to you on the basis that you are a person into
whose possession this Offering Memorandum may be lawfully delivered in accordance with the laws of the
jurisdiction in which you are locatedand you may not, nor are you authorized to, deliver this Offering Memorandum
to any other person.

The materials relating tothe offering do notconstitute, and may notbe used in connectionwith, an offer or solicitation
in any place where offers or solicitations are notpermitted by law. If a jurisdiction requires that the offering be made
by a licensed broker or dealerand the Initial Purchasers orany affiliate of the Initial Purchasers is a licensed broker
or dealer in that jurisdiction, the offering shall be deemed to be made by the Initial Purchasers or such affiliate on
behalfofthe issuerin suchjurisdiction.

This Offering Memorandumhas beensenttoyouin an electronic form. You are reminded thatdocuments transmitted
via this mediummay be altered or changed during the process of electronic transmission, and consequently neither
the Initial Purchasers, nor any person who controls them nor any of their directors, officers, employees nor any of
their agents nor any affiliate of any such person accept any liability or responsibility whatsoever in respect of any
difference between this Offering Memorandum distributed to you in electronic format and the hard copy version
available to you on request fromthe Initial Purchasers.



OFFERING MEMORANDUM STRICTLY CONFIDENTIAL

ap BANORTE

U.S.$500,000,000 5.875% NC5 Notes
U.S.$550,000,000 6.625% NC10 Notes

Banco Mercantil del Norte, S.A.,
Institucion de Banca Multiple, Grupo Financiero Banorte,
acting through its Cayman Islands Branch
5.875% Perpetual 5-Year Callable Subordinated Non-Preferred Non-Cumulative Tier 1 Capital Notes
6.625% Perpetual 10-Year Callable Subordinated Non-Preferred Non-Cumulative Tier 1 Capital Notes

Banco Mercantil del Norte, S.A., Institucion de Banca Mdltiple, Grupo Financiero Banorte (the “Bank” or the “ Issuer), a multiple purpose bank incorporated in
accordance with the laws of the United Mexican States (“ Mexico™), acting through its Cayman Islands Branch, is ofering U.S.$500,000,000 in aggregate principal
amount of its 5.875% Perpetual 5-Year Callable Subordinated Non-Preferred Non-Cumulative Tier 1 Capital Notes (the “NC5 Notes”) and U.S.$550,000,000 in
aggregate principal amount of its 6.625% Perpetual 10-Year Callable Subordinated Non-Preferred Non-Cumulative Tier 1 Capital Notes (the “ NC10 Notes™) (the NC5
Notes and the NC10 Notes, collectively, the “ Notes”and separately, each a “series of Notes™). Each series of Notes will be issued under a separate indenture. The
Notes are perpetual instruments with no fixed maturity or fixed redemption date, unless previously redeemed as described in this offering memorandum. The Bank
may redeem the NC5 Notes, in whole or in part, subject to certain regulatory requirements, at its option on January 24, 2027 (the “ NC5 First Call Date”) and on any
Interest Payment Date (as defined below) thereater. The Bank may redeem the NC 10 Notes, in whole or in part, subject to certain regulatory requirements, at its option
on January 24, 2032 (the “ NC10 First Call Date”) and on any Interest Payment Date (as defined below) thereater. THE BANK MAY ALSO REDEEM EACH
SERIES OF NOTES SEPARATELY, INWHOLE BUT NOT IN PART, SUBJECT TO CERTAIN REGULATORY REQUIREMENTS AND APPROVALS,
AT ANY TIME, IF THERE ARE SPECIFIED CHANGES IN (1) MEXICAN OR CAYMAN ISLANDS LAWS AFFECTING THE WITHHOLDING TAX
APPLICABLE TO PAYMENTS UNDER SUCH SERIES OF NOTES; (2) MEXICAN LAWS THAT RESULT INA CAPITAL EVENT (AS DEFINED IN
THIS OFFERING MEMORANDUM); OR (3) APPLICABLE TAX LAWS THAT RESULT IN INTEREST ON SUCH SERIES OF NOTES NOT BEING
DEDUCTIBLE BY THE BANK, IN WHOLE OR IN PART, FOR MEXICAN INCOME TAX PURPOSES. SEE “DESCRIPTION OF THE NC5 NOTES—
REDEMPTION—WITHHOLDING TAX REDEMPTION,” ¢“DESCRIPTION OF THE NC10 NOTES—REDEMPTION—WITHHOLDING TAX
REDEMPTION,” “DESCRIPTION OF THE NC5 NOTES—REDEMPTION—SPECIAL EVENT REDEMPTION” AND “DESCRIPTION OF THE NC10
NOTES—REDEMPTION—SPECIAL EVENT REDEMPTION.”

PRINCIPAL AND INTEREST ON EACH SERIES OF NOTES WILL NOT BE PAID UNDER CERTAIN CIRCUMSTANCES. IF A TRIGGER
EVENT (AS DEFINED HEREIN) OCCURS, THE PRINCIPAL AMOUNT OF THE NOTES OF EACH SERIES WILL BE WRITTEN DOWN AS
DESCRIBED IN THIS OFFERING MEMORANDUM, WITHOUT THE POSSIBILITY OF ANY FUTURE WRITE-UP ORREINSTATEMENT OF SUCH
PRINCIPAL, AND HOLDERS OF THE NOTES WILL AUTOMATICALLY BE DEEMED TO HAVE IRREVOCABLY WAIVED THEIR RIGHT TO
CLAIM OR RECEIVE REPAYMENT OF ANY WRITTEN DOWN PRINCIPAL AMOUNT, OR ANY ACCRUED AND UNPAID INTEREST WITH
RESPECT THERETO, AS FURTHER DESCRIBED IN THIS OFFERING MEMORANDUM. SEE “DESCRIPTION OF THE NC5 NOTES—TRIGGER
EVENT AND WRITE-DOWN—WRITE-DOWN” AND “DESCRIPTION OF THE NC10 NOTES—TRIGGER EVENT AND WRITE-DOWN—WRITE-DOWN.”
INTEREST ON THE NOTES OF EACH SERIES WILL BE DUE AND PAYABLE ONLY AT THE BANK’S SOLE DISCRETION AND THE BANK WILL
HAVE SOLE AND ABSOLUTE DISCRETIONAT ALL TIMES AND FOR ANY REASON TO CANCEL ANY INTEREST PAYMENT IN WHOLE OR
IN PART THAT WOULD OTHERWISE BE PAYABLE ONANY INTEREST PAYMENT DATE. ADDITIONALLY, INTEREST DUE ON THE NOTES
FROM THE BANK WILL BE MANDATORILY AND AUTOMATICALLY CANCELED IF (A) THE BANK IS CLASSIFIED AS CLASS |11 ORBELOW
PURSUANT TO ARTICLES 121 AND 122 OF THE MEXICAN BANKING LAW (LEY DE INSTITUCIONES DE CREDITO) AND REGULATIONS
THEREUNDER, WHICH SPECIFY CAPITALIZATION REQUIREMENTS, OR (B) AS ARESULT OF THE APPLICABLE PAYMENT OF INTEREST,
THE BANK WOULD BE CLASSIFIED AS CLASS 11 OR BELOW (AN “INTEREST CANCELLATION EVENT”). PAYMENTS OF INTEREST DUE
ONTHE NOTES OF EACH SERIES WILL NOT BE CUMULATIVE, SO THAT INTHE EVENT THAT PAYMENTS OF INTEREST ARE CANCELED,
HOLDERS OF EACH SERIES OF NOTES WILL NOT HAVE THERIGHT TO CLAIM AND RECEIVE CANCELED INTEREST, EVEN IF THE BANK
THEREAFTER SATISFIES APPLICABLE CAPITALIZATION REQUIREMENTS. IF AN INTEREST CANCELLATION EVENT IS IN EFFECT ON
ANY WRITE-DOWN OF THE NOTES OF EACH SERIESUPON THE OCCURRENCE OF ATRIGGER EVENT, THENOTES OF SUCH SERI ES WILL
BE WRITTEN DOWN AND ANY AND ALL INTEREST WILL CONTINUE TO BE CANCELED. SEE “DESCRIPTION OF THE NC5 NOTES—
INTEREST CANCELLATION—MANDATORY CANCELLATION OF INTEREST PAYMENTS” AND “DESCRIPTION OF THE NC10 NOTES—INTEREST
CANCELLATION—MANDATORY CANCELLATION OF INTEREST PAYMENTS.”

The NC5 Notes are denominated in U.S. dollars and, subject to a prior redemption and/or one or more Write-Downs (as defined herein), will bear interest on the
then Current Principal Amount (as defined herein) from time to time outstanding from and including November 24, 2021 (the “ Issue Date™), to (but excluding) the NC5
First Call Date at an initial fixed rate per annum equal to 5.875%. Subject to a prior redemption and/or one or more Write Downs, the NC5 Notes will bear interest on
the then Current Principal Amount from time to time outstanding from (and including) the NC5 First Call Date (such date, and each fifth anniversary thereafter, a “NC5
Reset Date”) to (but excluding) the next succeeding NC5 Reset Date, at a fixed rate per annum equal to the sum of (a) the then-prevailing Treasury Yield (as defined
herein) on the second Business Day (as defined herein) immediately preceding the applicable NC5 Reset Date (the “ NC5 Reset Determination Date”) and (b) 464.3
basis points (rounded to two decimal places, with any value equal to or lesser than 0.005 being rounded down). The interest rate following any NC5 Reset Date may
be less than the initial interest rate and/or the interest rate that applies immediately prior to such NC5 Reset Date. The NC10 Notes are denominated in U.S. dollars
and, subject to a prior redemption and/or one or more Write-Downs (as defined herein), will bear interest on the then Current Principal Amount (as defined herein)
from time to time outstanding from and including November 24, 2021 (the “ Issue Date”), to (but excluding) the NC10 First Call Date at an initial fixed rate per annum
equal to 6.625%. Subject to a prior redemption and/or one or more Write Downs, the NC10 Notes will bear interest on the then Current Principal Amount from time
to time outstanding from (and including) the NC10 First Call Date (such date, and each tenth anniversary thereaffer, a “ NC10 Reset Date”) to (but excluding) the next
succeeding NC10 Reset Date, at a fixed rate per annum equal to the sum of (a) the then-prevailing Treasury Yield (as defined herein) on the second Business Day (as
defined herein) immediately preceding the applicable NC10 Reset Date (the “ NC10 Reset Determination Date™) and (b) 503.4 basis points (rounded to two decimal
places, with any value equal to or lesser than 0.005 being rounded down). T he interest rate following any NC10 Reset Date may be less than the initial interest rate




and/or the interest rate that applies immediately prior to such NC10 Reset Date. Subject to the conditions described under “ Description of the NC5 Notes—Interest
Cancellation,” “Description of the NC10 Notes—Interest Cancellation,” “Description of the NC5 Notes—Trigger Event and Write-Down—WTrite-Down,” and
“Description of the NC10 Notes—Trigger Event and Write-Down—Write-Down,” the Bank will pay interest on each series of Notes quarterly in arrears on January 24,
April 24, July 24 and October 24 of each year (each an “ Interest Payment Date”), commencing on January 24, 2022.

The Notes of each series will be issued by the Bank, acting through its Cayman Islands Branch, and will be the Bank’s unsecured subordinated general non-
preferred obligations, ranked equally with other unsecured subordinated general non-preferred obligations ofthe Bank. The Notes of each series will rank (i) subordinate
and junior in right of payment and in liquidation to all of the Bank’s present and future senior indebtedness and subordinated preferred indebtedness, (i) pari passu
without preference among themselves and with all the Bank’s present and future other unsecured subordinated non-preferred indebtedness and (iii) senior only to all
classes of the Bank’s present and future equity or capital stock, as described in this offering memorandum. See “ Description of the NC5 Notes—Subordination” and
“Description of the NC10 Notes—Subordination.” THE NOTES ARE NOT DEPOSITS WITH THE BANK, WILL BE UNSECURED AND NOT INSURED
OR GUARANTEED BY ANY MEXICAN GOVERNMENTAL AGENCY, INCLUDING, WITHOUT LIMITATION, THE MEXICAN SAVINGS
PROTECTION AGENCY (INSTITUTO PARA LA PROTECCION AL AHORRO BANCARIO (THE “]PAB”)), THE UNITED STATES FEDERAL DEPOSIT
INSURANCE CORPORATION, ANY OTHER UNITED STATES GOVERNMENTAL AGENCY OR ANY GOVERNMENTAL AGENCY OF THE
CAYMAN ISLANDS. The Notes of each series will be obligations of the Bank and will not be guaranteed by Grupo Financiero Banorte, S.A.B. de C.V., the parent
company of the Bank, or any other member of the financial group to which the Bank belongs.

Payments of interest (or amounts deemed interest under Mexican law) made by the Bank through its Cayman Islands Branch are generally not subject to Mexican
or Cayman Islands withholding tax. See “ Taxation—Certain Mexican Income Tax Consequences” and “ Taxation—Certain Cayman Islands Income Tax Consequences.”
However, if any such withholding tax were to apply, subject to certain exceptions described in this ofering memorandum, the Bank will pay additional amounts so that
the net amount received by holders of each series of Notes after Mexican or Cayman Islands withholding tax, ifimposed, will equal the amount that would have been
received if no withholding tax had been applicable. See “ Description of the NC5 Notes—Payment of Additional Amounts” and “ Description of the NC10 Notes—
Payment of Additional Amounts.”

Application is expected to be made to list the Notes of each series on the Singapore Exchange Securities Trading Limited (“SGX-ST”). The SGX-ST assumes no
responsibility for the correctness of any of the statements made, opinions expressed or reports contained in this offering memorandum. Admission to the SGX-ST is not to
be taken as an indication of the merits of the Notes or the Bank.

Investing inthe Notes of either or both series involwes risks. See “Risk Factors” beginning on page 35.

NC5 Notes’ Price: 100.00%0, plus accruedinterest, if any, from November 24,2021.
NC10 Notes’ Price: 100.00%0, plus accruedinterest, if any, from November 24,2021.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as amended (the “ Securities Act”). The Notes may not be offered
or sold within the United States or to U.S. persons, except to persons reasonably believed to be qualified institutional buyers (“QIB”) in reliance on the exemption from
registration provided by Rule 144A under the Securities Act (“‘ Rule 144A™) and to non-U.S. persons in offshore transactions in reliance on Regulation S under the Securities
Act (“Regulation S™). You are hereby notified that sellers of the Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by
Rule 144A.

The Notes are notintended to be offered, sold or otherwise made available and should not be offered, sold or otherwise made available to retail clients in the
European Economic Area (“EEA”), as defined in the rules set outin the Markets in Financial Instruments Directive 2014/65/EU, as amended or replaced from
time to time, or to retail clients in the United Kingdom (“UK?”), as defined inthe rules set out in the Commission Delegated Regulation (EU) 2017/565 as it fonms
partof domestic law in the UK by virtue of the European Union (Withdrawal) Act 2018. Prospective investors inthe EEA and inthe UK are referred to the section
headed “Restrictionson marketing and sales to retail investors in the EEA ”and “Restrictions on marketingand sales to retail investors inthe UK” on pages iii and iv
of this offering memorandum for further information.

THE INFORMATION CONTAINED IN THIS OFFERING MEMORANDUM IS EXCLUSIVELY THE RESPONSIBILITY OF THEBANK AND HAS
NOT BEEN REVIEWED OR AUTHORIZED BY THE MEXICAN NATIONAL BANKING AND SECURITIES COMMISSION (COMISION NACIONAL
BANCARIA Y DE VALORES) (“CNBV”). THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED WITH THE MEXICAN NATIONAL
SECURITIES REGISTRY (REGISTRO NACIONAL DE VALORES) (“RNV”) MAINTAINED BY THE CNBV AND THEREFORE THE NOTES MAY NOT
BE PUBLICLY OFFERED OR SOLD IN MEXICO, EXCEPT THAT THE NOTES MAY BE OFFERED AND SOLD IN MEXICO, ON A PRIVATE
PLACEMENT BASIS, TO INVESTORS THAT QUALIFY AS INSTITUTIONAL INVESTORS (INVERSIONISTAS INSTITUCIONALES) OR ACCREDITED
INVESTORS (INVERSIONISTAS CALIFICADOS), PURSUANT TO THE PRIVATE PLACEMENT EXEMPTION SET FORTH IN ARTICLE 8 OF THE
MEXICAN SECURITIES MARKET LAW (LEY DEL MERCADO DE VALORES) AND THE REGULATIONS THEREUNDER. AS REQUIRED UNDER
THE MEXICAN SECURITIES MARKET LAW, THEBANK WILLNOTIFY THECNBV OF THE OFFERING AND ISSUANCE OF THE NOTES OUTSIDE
OF MEXICO AND THE TERMS OF THE NOTES. SUCH NOTICEWILL BESUBMITTED TO THECNBV TO COMPLY WITH ARTICLE 7, SECOND
PARAGRAPH, OF THE MEXICAN SECURITIES MARKET LAW AND REGULATIONS THEREUNDER, AND FOR STATISTICAL AND
INFORMATIONAL PURPOSES ONLY. THEDELIVERY OF SUCH NOTICE TO, AND THE RECEIPT OF SUCH NOTICE BY, THECNBV DOES NOT
IMPLY ANY CERTIFICATION AS TO THEINVESTMENT QUALITY OF THE NOTES, THEBANK’SSOLVENCY, LIQUIDITY OR CREDIT QUALITY
OR THE ACCURACY OR COMPLETENESS OF THE INFORMATION SET FORTH HEREIN. THIS OFFERING MEMORANDUM MAY NOT BE
PUBLICLY DISTRIBUTED IN MEXICO. THEACQUISITION OF THE NOTESBY AN INVESTOR WHO ISA RESIDENT OF MEXICO WILL BE MADE
UNDER SUCH INVESTOR’S RESPONSIBILITY.

Delivery of the Notes of each series will be made in book-entry form on or about November 24, 2021, through T he Depository Trust Company (“DTC”) and its diredt
and indirect participants, including Euroclear Bank S.A./N.V. (“Euroclear”) and Clearstream Banking, société anonyme, Luxembourg (* Clearstream”).

Global Coordinators and Joint Book-Running Managers
Goldman Sachs & Co. LLC Credit Suisse
Joint Book-Running Managers
Barclays Morgan Stanley MUFG

The date of this offering memorandum is November 17, 2021.
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BANCO DE MEXICO (THE “MEXICAN CENTRAL BANK”) HAS AUTHORIZED THE ISSUANCE OF
EACH SERIES OF NOTES, ASREQUIRED UNDER APPLICABLE MEXICAN LAW. FURTHERMORE, THE
RESPECTIVE INDENTURE GOVERNING EACH SERIES OF NOTES WILL BE EXECUTED BY AN
AUTHORIZED OFFICIAL OF THE CNBV, ASREQUIRED UNDER MEXICAN LAW.AUTHORIZATION OF
THE ISSUANCE OF EACH SERIES OF NOTES BY THE MEXICAN CENTRAL BANK DOES NOT ADDRESS
THE LEGAL, TAX OR OTHER CONSEQUENCES TO THE HOLDERS OF EACH SERIES OF NOTES, NOR
DOES IT IMPLY ANY CERTIFICATION AS TO THE INVESTMENT QUALITY OF THE NOTES OR AS TO
THE BANK’S SOLVENCY, LIQUIDITY OR CREDIT QUALITY, OR THE ACCURACY OR COMPLETENESS
OF THE INFORMATION SET FORTH HEREIN, OR THE TRANSLATION OF THE TERMS OF APPLICABLE
MEXICAN LAW AND REGULATION, INCLUDING ARTICLES 121 AND 122 OF THE MEXICAN BANKING
LAW (LEY DE INSTITUCIONES DE CREDITO), RELEVANT PROVISIONS OF CIRCULAR 3/2012 ISSUED BY
THE MEXICAN CENTRAL BANK AND THE GENERAL RULES APPLICABLE TO MEXICAN BANKS
(DISPOSICIONES DE CARACTER GENERAL APLICABLESA LAS INSTITUCIONES DE CREDITO) ISSUED BY
THE CNBV.

Neither we nor the initial purchasers have authorized anyone to provide you with different or additional
information from that contained in this offering memorandum, and neither we nor the initial purchasers take
responsibility for any other information that others may give you. Neither we nor the initial purchasers are
making an offer of the Notes in any jurisdiction where the offer is not permitted. You shouldnot assume that the
information containedin this offering memorandumis accurate as of any date other than the date on the front of



this offering memorandum, regardless of the time of delivery of this offering memorandum or any sale of the
Notes.

Unless otherwise specified or the context otherwise requires, references in this offering memorandumto “the
Bank” or “the Issuer” are references to Banco Mercantil del Norte, S.A., Institucion de Banca Multiple, Grupo
Financiero Banorte. Referencesto “Banorte,” “we,”“us” and “our” are references to Banco Mercantil del Norte, S.A,
Institucién de Banca Multiple, Grupo Financiero Banorte, together with our subsidiaries, but are not references to
Grupo Financiero Banorte, S.A.B.de C.V., ourparent company. References to “GFNorte” are to Grupo Financiero
Banorte, S.A.B.de C.V., together with its subsidiariesand joint ventures.

In connectionwith the issuance of each series of Notes, the initial purchasers (or persons acting on behalf of
the initial purchasers) may over-allot Notes or effect transactions with a viewto supporting the market price of
the Notes of each series atalewvel higher than thatwhich might otherwise prevail. Howewer, there is noassurance
that the initial purchasers (or persons acting on behalf of the initial purchasers) will undertake stabilization action.
Any stabilization action may begin on or after the date on which adequate public disclosure of the final terms of
the offer of the Notes is made and, if begun, may be ended at any time. Any stabilizationaction or over -allotment
musthbe conducted by the initial purchasers (or persons acting on behalf of the initial purchasers) in accordance
with all applicable laws and rules.

We are relying uponan exemption fromregistration under the Securities Act for offers and sales of securities that
do notinvolve a public offering. By purchasing Notes of either or both series, you will be deemed to have made the
acknowledgements, representations and agreements described under “Transfer Restrictions” in this offering
memorandum. We are not, and the initial purchasers are not, making an offer to sell the Notes in any jurisdiction
except where suchan offer orsale is permitted. You should understand thatyouwill be required to bear thefinancial
risks ofyourinvestmentforan indefinite period of time.

Neither the CNBV nor the U.S. Securities and Exchange Commission (the “SEC”) nor any state or foreign
securities commissionor regulatory authority has approved or disapproved the offering of the Notes or determined if
this offering memorandumis truthful, accurate or complete. Anyrepresentationto the contraryis a criminal offense.

We have submitted this offering memorandum solely to a limited number of persons reasonably believed to be
QIBs in the United States andto non-U.S. persons, as defined in Regulation S, so that they can consider a purchase of
Notes of either or both series. This offering memorandum has been prepared solely for use in connection with the
placement of the Notes. We have not authorized the use of this offering memorandum for any other purpose. This
offering memorandum may not be copied or reproduced in whole or in part. This offering memorandum may be
distributed andits contents disclosed only to those prospective investors towhomit is provided. By accepting delivery
of this offering memorandum, you agree to these restrictions. See “Transfer Restrictions.” The SGX-ST takes no
responsibility for the contents of this offering memorandum, makes no representations as to its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising fromor in reliance upon
the whole orany part ofthe contents of this offering memorandum. Each series of Notes will be traded on the SGX-
ST in a minimum board lot size 0f200,000 Singapore dollars, or SGD (or its equivalent in foreign currencies) for so
long as each series of Notes is listed on the SGX-ST.

This offering memorandum is based on information provided by us and by other sources that we believe are
reliable, but no assurance can be given as to the accuracy or completeness of any such information obtained from
third-party sources. The initial purchasers assume no responsibility for the accuracy or completeness of the
information contained herein (financial, legal or otherwise). In making an investmentdecision, prospective investors
must rely on their own examinations of us and the terms of this offeringand each series of Notes, including the risks
involved. Moreover, the contents of this offering memorandumare not to be construed as legal, business or taxadvice.
You are urged to consult your own attorney, business ortaxadvisor for legal, business or taxadvice.

This offering memorandum does not constitute an offer of, or an invitation by or on behalf of, us or the initial
purchasers, orany of our ortheir respective directors, officers and affiliates, to subscribe for or purchase any securities
in any jurisdictionto any personto whomit is unlawful to make such an offerin such jurisdiction. Each prospective
purchaser ofthe Notes must comply with allapplicable laws and regulations in force in each jurisdiction in which it
purchases, offers or sells such Notes or possesses or distributes this offering memorandum and must obtain any



consent, approval or permission required by it for the purchase, offer or sale by it of such Notes under the laws and
regulationsin force in any jurisdictionto which it is subject or in which it makes such purchases, offers orsales.

Notwithstanding anything in this document to the contrary, you (and each of your employees, representatives or
otheragents) may discloseto any andall persons, without limitation of any kind, the U.S. federal income taxtreatment
and taxstructure of the offering of Notes and all materials ofany kind (including opinions or other taxanalyses) that
are provided to you relating to such taxtreatment and taxstructure. Forthese purposes, “taxstructure” is limited to
facts relevantto the U.S. federal income tax treatment of the offering of Notes.

Pursuant to Article 119 of the Mexican Financial Groups Law (Ley para Regular lasAgrupaciones Financieras)
(“Einancial Groups Law™), a financial services holding company such as GFNorte, our holding company, is
secondarily (subsidiariamente) and unlimitedly (ilimitadamente) liable for the performance of the obligations
undertaken by the members of our financial group (including Banorte), in respect of the operations that each conpany
is allowed to carry out pursuantto applicable law. In addition, GFNorte is unlimitedly liable for the losses of each
and every company comprising our financial group; provided that for such purposes, a company is deemed to have
losses when its assets are insufficient to fulfill its payment obligations. The enforcement of GFNorte’s liability
pursuantto Article 119 ofthe Financial Groups Law is subject to a specific proceeding provided for in the Financial
Groups Law and may not be enforced expeditiously. Thus the timing and outcome of an action against GFNorte &
uncertain. Forthe avoidance of doubt, the Notes offered hereby are not guaranteed by GFNorte orany other entity,
including any oftheregulated subsidiaries of GFNorte.

We reservethe rightto reject any offerto purchase, in whole or in part, forany reason, orto sell less thanthefull
amount of the Notes offered hereby.

Any purchaser or holder of Notes or any interest therein will be deemed to have represented by its purchase or
holding thereof thateither (i) it is not a Plan, it is not purchasing securities onbehalf of or using the assets of any such
Plan, and it is not a Non-ERISA Arrangement (as defined below) or (ii) its purchase, holding and any subsequent
dispositionofthe Notes will not result in a prohibited transaction under Section 406 of the U.S. Employee Retirement
Income Security Act of 1974, as amended (“ERISA”) or Section 4975 of the U.S. Internal Revenue Code of 1986, as
amended (the “Code”) (or, in the case of a Non-ERISA Arrangement, any other laws or regulations that are
substantially similarto the provisions of Title I of ERISA or Section 4975 of the Code (“Similar Laws™) for which an
exemption is notavailable). Prospective purchasers must carefully consider the restrictions on purchase set forth in
“Transfer Restrictions” and “Certain ERISA Considerations.”

RESTRICTIONS ONMARKETING AND SALES TO RETAIL INVESTORS IN THE EEA

The Notes are not intended to be offered, sold or otherwise made available to, and should not be offered, sold or
otherwise madeavailable to, any retail investor in the European Economic Area(“EEA”). Forthese purposes, a “retail
investor” in the EEA means a personwhois one (or more) of: (i) a retail client as defined in point (11) of Article 4(1)
of the Markets in Financial Instruments Directive 2014/65/EU (as amended, “MiFID 11”); or (ii) a customer within
the meaning of Directive (EU) 2016/97 (as amended, the “Insurance Distribution Directive”), where that custorrer
would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II. Consequently, no key
information document required by Regulation (EU) No. 1286/2014 (as amended, the “PRIIPs Regulation”) for
offering orselling the Notes or otherwise making themavailable toretail investors in the EEA has beenprepared and
therefore offering or selling the Notes or otherwise making themavailable to any retail investor in the EEA may be
unlawfulunderthe PRIIPs Regulation.

The Notes are complexfinancial instruments andare not a suitable or appropriate investment forall investors. In
some jurisdictions, regulatory authorities have adopted or published laws, regulations or guidance with respect to the
offer or sale of securities such as the Notes to retail investors. In particular, (i) on January 1, 2018, the provisions of
the PRIIPs Regulation on key information documents for packaged and retail and insurance -based investment products
became directly applicable in all EEA member states and (ii) MiFID Il was required to be implemented in EEA
member states by January 3,2018. Thus, relevant regulations in the EEA include the PRIIPs Regulation and MiFID

Il (the “Requlations™).



The Regulations set out various obligations in relation to (i) the manufacturing and distribution of financial
instruments and (ii) the offering, sale and distribution of packaged retail and insurance-based investment products and
certain contingent write down or convertible securities, suchas the Notes.

Potential investors should informthemselves of, and comply with, any applicable laws, regulations or regulatory
guidance with respect to any resale ofthe Notes (orany beneficial interests therein), including the Regulations. The
Issuerandeachofthe initial purchasers is required to comply with some or all of the Regulations.

By purchasing, or making or accepting an offer to purchase, any Notes (or a beneficial interest in such Notes)
from the Issuer and/or the initial purchasers, each prospective investor in relation to the Notes (or any beneficial
interests therein) represents, warrants, agrees with and undertakes to the Issuerand each of the initial purchasers that:

(i) itis notaretailclientin the EEA as defined in MiFID II;

(ii) it is nota customerin the EEA, within the meaning of the Insurance Distribution Directive (each of (i) and
(ii) referred to as a “retail investor”);

(iii) whether ornotit is subject to the Regulations, it will not:
(A) sellor offerthe Notes (orany beneficial interests therein) to a retail investor; or

(B) communicate (including the distribution of this offering memorandum) or approve aninvitation or
inducementto participate in, acquire or underwrite the Notes (or any beneficial interests therein) where that
invitation orinducement is addressed to ordisseminated in such away that it is likely to be received by a
retail client in the EEA (as defined in MiFID I1); and,

(iii) it will at all times comply with all applicable laws, regulations and regulatory guidance (whether inside or
outsidethe EEA) relating to the promotion, offering, distribution and/or sale of the Notes (orany beneficial
interests therein), including (without limitation) MiFID Il and any such other applicable laws, regulations
and regulatory guidancerelating to determining the appropriateness and/or suitability of an investmentin the
Notes (orany beneficial interests therein) by investors in any relevant jurisdiction.

Each prospective investor further acknowledges that:

(i) the identified target market for the Notes (for the purposes of the product governance obligations in
MIFID 11) is eligible counterparties and professional clients; and

(ii) no key information document under the PRIIPs Regulation has been prepared and therefore offering or
selling the Notes or otherwise making themavailable to any retail investor in the EEA may be unlawful
underthe PRIIPs Regulation.

Where actingasagenton behalf ofa disclosed or undisclosed client when purchasing, or making oraccepting an
offer to purchase, any Notes (or any beneficial interests therein) fromus and/or the initial purchasers the foregoing
representations, warranties, agreements and undertakings will be given by and be bindinguponboth the agent and its
underlyingclient.

RESTRICTIONS ONMARKETING AND SALES TO RETAIL INVESTORS IN THE UK

The Notes are not intended to be offered, sold or otherwise made available to, and should not be offered, sold or
otherwise made available to, any retail investorin the UK. Forthese purposes, a “retail investor” in the UK means a
person who is one (ormore) of: (i) a retail client as defined in point (8) of Article 2 of Regulation (EU) 2017/565 as
it forms part of UK domestic law by virtue of the European Union (Withdrawal) Act 2018 (the “EUWA”); or (ii) a
customer within the meaning of the provisions of the Financial Services and Markets Act 2000 (as amended, the
“ESMA”)and any rules or regulations made under FSMA to implement the Insurance Distribution Directive, where
that customerwould not qualify as a professional client, as defined in point (8) of Article 2(1) of Regulation (EU) No



600/2014 as it forms part of UK domestic law by virtue of the EUWA (“UK MiFIR”). Consequently, no key
information document required by the PRIIPs Regulation, as it forms part of the domestic law in the UK by virtue of
the EUWA (the “UK PRIIPs Requlation”) for offering or selling the Notes or otherwise making them available to
retain investors in the UK has been prepared and therefore, offering or selling the Notes or otherwise making them
available to any retain investor in the UK may be unlawfulunderthe UK PRIIPs Regulation.

In the UK, this communication is only being distributed to and is only directed at (i) persons who have
professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (ii) high net worth entities falling within Article
49(2) of the Order, and other persons to whom it may lawfully be communicated (all such persons together being
referred to as “relevantpersons”). The Notes are only available to, andany invitation, offer or agreement to subscribe,
purchase or otherwise acquire the Notes will be engaged in only with, relevant persons. Any person who is not a
relevant person should not act or rely on this document or any of its contents. Persons into whose possession this
Offering Memorandummay come are required by the Issuer andthe initial purchasers to informthemselves aboutand
to observe such restrictions.

Potential investors in the UK are advised that all, or most, of the protections afforded by the UK regulatorysystem
will not apply to an investment in the Notes and that compensation will not be available under the UK Financial
Services Compensation Scheme.

It is the responsibility of all persons under whose control or into whose possession this Offering Memorandum
comes to informthemselves about andto ensure observance of allapplicable provisions of the Financial Services and
Markets Act2000in respect of anything done in relation to the Units in, from or otherwise involving, the UK.

The Notes are complexfinancial instruments and are not a suitable or appropriate investment forall investors. In
some jurisdictions, regulatory authorities have adopted or published laws, regulations or guidance with respect to the
offer orsale of securities such as the Notes to retail investors. In particular, in June 2015, the UK Financial Conduct
Authority (the “ECA”) published the Product Intervention (Contingent Convertible Instruments and Mutual Society
Shares) Instrument 2015 (“PIl Instrument”). Together, the PI Instrument, UK PRIIPs Regulation, UK MiFIR, the FCA
Handbook Product Interventionand Product Governance Sourcebook (the “UK MIFIR Product Governance Rules”)
and the FCA Handbook Conduct of Business Sourcebook are referred to as the “UK Requlations™.

The UK Regulations set outvarious obligations in relation to (i) the manufacturingand distribution of financial
instruments and (ii) the offering, sale and distribution of packaged retail and insurance-based investment products and

certain contingent write down or convertible securities, suchas the Notes.

Potential investors should informthemselves of, and comply with, any applicable laws, regulations or regulatory
guidance with respect to any resale of the Notes (orany beneficial interests therein), including the UK Regulations.
The Issuerand each ofthe initial purchasers is required to comply with some orall of the UK Regulations.

By purchasing, or making or accepting an offer to purchase, any Notes (or a beneficial interest in such Notes)
from the Issuer and/or the initial purchasers, each prospective investor in relation to the Notes (or any beneficial
interests therein) represents, warrants, agrees with and undertakes to the Issuerand each of the initial purchasers that:

(i) itisnotaretailclientinthe UK as definedin point 8(2) of Article 2 of Regulation (EU) 2017/565 as it forms
part of UK domestic law by virtue of the EUWA;

(ii) it is not a customer within the meaning of the provisions of the FSMA and any rules or regulations made
under FSMA to implement the Insurance Distribution Directive, where that customer would notqualify as a
professional client, as defined in point (8) or Article 2(1) of the UK MIFIR (each of (i) and (ii) referred to as
a “retailinvestor”);

(ili) whetherornotitis subject to the UK Regulations, it will not:

(A) sellor offerthe Notes (orany beneficial interests therein) to a retail investor in the UK; or



(B) communicate (including the distribution of this offering memorandum) or approve an invitation
or inducement to participate in, acquire or underwrite the Notes (or any beneficial interests therein) where
that invitation orinducementis addressed to or disseminated in suchaway that it is likely to be received by
a retail client in the UK, as defined in point 8(2) of Article 2 of Regulation (EU) 2017/565 as it forms part
of UK domestic law by virtue of the EUWA. In selling or offering Notes or making or approving
communications relating to the Notes, that prospective investor may not rely on the limited exemptions set
outin the Pl Instrument; and,

(iv) it will at all times comply with all applicable laws, regulations and regulatory guidance (whether inside or
outside the UK) relating to the promotion, offering, distribution and/or sale of the Notes (or any beneficial
interests therein), including (without limitation) UK MiFIR, the UK MiFIR Product Governance Rulesand
any such other applicable laws, regulations and regulatory guidance relating to determining the
appropriateness and/or suitability of an investment in the Notes (or any beneficial interests therein) by
investorsin any relevant jurisdiction.

Each prospective investor further acknowledges that:

(i) the identified target market for the Notes (for the purposes of the product governance obligations in the
UK MIFIR Product Governance Rules) is eligible counterparties and professional clients; and

(ii) nokey information document underthe UK PRIIPs Regulation has been prepared and therefore offering or
selling the Notes or otherwise making themavailable toany retail investor in the UK may be unlawful under
the UK PRIIPs Regulation.

Where actingas agenton behalf ofadisclosed or undisclosed client when purchasing, or making oraccepting an
offer to purchase, any Notes (or any beneficial interests therein) fromus and/or the initial purchasers the foregoing
representations, warranties, agreements and undertakings will be given by and be bindinguponboth the agent and its
underlyingclient.

CAYMAN ISLANDS SELLING RESTRICTIONS

NO INVITATION, WHETHER DIRECTLY OR INDIRECTLY, MAY BE MADE TO MEMBERS OF
THE PUBLIC IN THE CAYMAN ISLANDS TO SUBSCRIBEFOR THE NOTES UNLESS THE ISSUER IS
LISTED ON THE CAYMAN ISLANDS STOCK EXCHANGE THE NOTES MAY, HOWEVER, BE
OFFERED AND SOLD TO ORDINARY NON-RESIDENT AND EXEMPTED COMPANIES IN THE
CAYMAN ISLANDS.

Vi



AVAILABLE INFORMATION

We are not subject to the information requirements of the United States Securities Exchange Act of 1934, as
amended (the “Exchange Act”). To preserve the exemption for resales and transfers under Rule 144A under the
Securities Act, we have agreed that we will promptly provide any holder or any prospective purchaser of the Notes
who is designated by that holder andis a “qualified institutional buyer,” as defined under Rule 144A, upontherequest
of such holder or prospective purchaser, with information meeting the requirements of Rule 144A(d)(4), unless we
either furnish information in accordance with Rule 12g3-2(b) under the Exchange Act or furnish information to the
SEC pursuant to Section 13 or 15(d) ofthe Exchange Act. Forso long as such series of Notes are outstanding, such
information will be available at our specified offices and, forso long as the Notes are listed onthe SGX-ST, through
the Singapore Paying Agent. Followingcompletionofthis offering, we are not otherwise obligated to furnish h olders
or others with any supplemental information, discussion or analysis of our business or financial reports, other than as
required by the respective indenture governing each series of Notes.

Applicationis expected to be made to list the Notes ofeach series on the SGX-ST, in accordance with its rules.
We will be required to comply with any undertakings given by us fromtime to time to the SGX-ST in connection with
each series of Notes, and to furnishto it all such information as the rules ofthe SGX-ST may require in connection
with the listing of such series of Notes.
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ENFORCEMENT OF JUDGMENTS

The Bank is a multiple purpose bank (institucion de banca maltiple) incorporated and organized in accordance
with the laws of Mexico with limited liability (sociedadanénima). Allofourdirectors and officers and experts naned
herein are non-residents of the United States and substantially all of the assets of such non-resident persons and
substantially allof ourassets are located outside the United States. Asaresult, it may not be possible for investors to
effect service of process within the United States uponsuch persons or to enforce againstthemor us in United States
courts judgments predicated upon the civil liability provisions of United States federal securities laws. We have been
advised by our Mexican counsel, White & Case, S.C., that there is doubt as to the enforceability, in original actions
in Mexican courts, of liabilities predicated solely onUnited States federal securities laws and as to the enforceability
in Mexican courts of judgments of United States courts obtained in actions predicated upon the civil liability provisions
of United States federal securities laws.

We have beenadvised by such Mexican counsel thatno bilateral treaty is currently in effect between the United
States and Mexico thatcovers thereciprocal enforcementof civil foreign judgments. In the past, Mexican courts have
enforced judgments rendered in the United States by virtue of the legal principles of reciprocity and comity, consisting
of the reviewin Mexico of the United States judgment, in orderto ascertain,among other matters, whether Mexican
legal principles of due process and the non-violation of Mexican law and/or Mexican public policy (orden publico),
among other requirements set forth under Mexican law, have been duly complied with, without reviewing the merits
of the subject matter of the case, provided that U.S. courts recognize the principles of reciprocity and would enforce
Mexican judgments as a matter of reciprocity.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This offering memorandumcontains forward-looking statements. Examples of such forward-looking staterrents
include, but are not limited to: (i) statements regarding our future results of operations and financial position;
(ii) statements of plans, objectives or goals, including those related to our operations; and (iii) statements of
assumptions underlying such statements. Words suchas “believes,” “anticipates,” “should,” “consider,” “estimates,”
“seeks,” “forecasts,” “will,” “expects,” “may,” “assume,” “intends,” “plans” and similar expressions are intended to
identify forward-looking statements but are not the exclusive means of identifying such statements.

You should notplaceunduereliance on forward-looking statements, which are based on currentexpectations. By
theirvery nature, forward-looking statements involve inherent risks and uncertainties, both general and specific, and
risks exist that the predictions, forecasts, projections and other forward-looking statements will not be achieved. We
caution investors thata number of important factors could cause actual results to differ materially from the plans,
objectives, expectations, estimates and intentions expressed or implied in such forward-looking statements, including
the following factors:

e changes in economic, political, social and other conditions in Mexico and elsewhere as a result of the
coronavirus pandemic (2019-nCov, referred to as “COVID-19);

e competition in the banking industry and fintech in Mexico;

o the profitability of ourbusiness;

o creditand other lendingrisks, includingan increase in defaults on our loan portfolio;
e limitations on ouraccess to sources of financingon competitive terms;

e restrictions onforeign currency convertibility and remittance outside of Mexico;

o failure to meet capital requirements or other requirements;

o limitations on ourability to freely determine interestrates, commissions and fees;

e interruptions orfailures in ourtechnology systems;

e changes in reserve and/or capital requirements, changes in the laws or regulations applicable thereto, or the
interpretation of how such reserve or capital requirements are to be calculated, especially in light of COVID-
19;

e additional capital requirements relating to our classification as a systemically important local bank and to
countercyclical risks;

e actions taken by the Mexican Antitrust Commission (Comisién Federal de Competencia Econdmica) (the
“Mexican Antitrust Commission”) with respectto our business and the Mexican banking industry generally,
and by the Ministry of Financeand Public Credit (Secretariade Hacienda y Crédito Publico) (“SHCP”) with
respecttoour lending to certain sectors;

o inability to timely and duly enforce our claims on collateral provided by borrowers;
e cyberattacks, terroristand organized criminal activities, as well as geopolitical events;

e changesinrequirements to make contributions to, or the receipt of support from, programs organized by the
Mexican government;



e changes in overall economic, business, international trade, social and political conditions in Mexico and
internationally, particularly in the United States;

e theimpact of COVID-19 on ourloan portfolio, especially, including our obligation to createreserves related
thereto and our business generally, as well as related authorities’ restrictions on capital distribution (dividends
and stock repurchase);

e changesin exchange rates, market interestrates, taxrates or the rate of inflation;

e changesinourorMexico’s domestic and international credit ratings;

e changes in the regulatory framework of the Mexican banking industry and in regulations relating to the
products and services we offer or otherwise, including caps imposed on the interest rates and fees we may

charge;

o the effect of new legislation, constitutional changes, intervention by regulatory authorities, government
directives and monetary and/or fiscal policy in Mexico by the government of Andrés Manuel Lépez Obrador;

e acquisitionsand divestitures, and our ability to successfully integrate the operations of businesses or assets
that we acquire;

e changesinaccountingprinciples and rules applicable to us;

o inability to retain certain key personneland ability to hire additional key personnel; and

other factors discussed under “Risk Factors” in this offering memorandum.

Should one or more of these factors or uncertainties materialize, or should underlying assumptions prove
incorrect, actual results may vary materially fromthose described herein as anticipated, believed, estimated, expected
orintended.

Additional factors affecting our business may arise periodically and we cannot predict such factors, nor can we
assess the impact of all these factors on our business or the extent to which such factors or combination of factors
could cause our results to materially differ from those contained in any forward -looking statement. Although we
consider the plans, intentions, expectations, and estimates reflected in, or suggested by, forward-looking statements
included in this offering memorandumto be reasonable, we cannot provide any assurance that our plans, intentions,
expectations and estimates will be achieved. Additionally, historical trends in our statements should not be interpreted
as aguarantee that these trends will continue in the future.

Prospective investors should read the sections of this offering memorandum entitled “Risk Factors,”
“Management ’s Discussion and Analysis of Financial Condition and Results of Operations” and “Business” for a
more complete discussion of the factors that could affectour future performance and the markets in which we operate.
In light of these risks, uncertainties and assumptions, the forward-looking events described in this offering
memorandummay not occur. Allforward-looking statements included in this offering memorandumare based upon
information available to us as of the date of this offering memorandum, and we undertake no obligation to update or
revise any forward-looking statement, whether as a result of new information or future events or developments.



PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Financial Statements
This offering memorandumincludes:
e ouraudited consolidated financial statements as of December 31, 2020 and 2019 and for the years ended

December 31, 2020, 2019 and 2018, together with the notes thereto (our “Audited Consolidated
Financial Statements”™), and

e ourunaudited condensed consolidated interim financial statements as of September 30, 2021 and for
the nine-month periods ended September 30, 2021 and 2020, together with the notes thereto (our
“Unaudited Condensed Consolidated Interim Financial Statements”, and together with the Audited
Consolidated Financial Statements, our “Financial Statements”).

Our Financial Statements have been prepared in accordance with the accounting principles and regulations
prescribed by the CNBV for credit institutions, as amended (“Mexican Banking GAAP”).

Accounting Principles

Mexican Banking GAAP differs in certain significant respects fromaccounting principles generally acceptedin
the United States of America (“U.S. GAAP”). Forasummary ofthe principal differences between Mexican Banking
GAAP and U.S. GAAP, as they relate to our Financial Statements, see “Annex A — Significant Differences Between
Mexican Banking GAAP and U.S. GAAP.” No reconciliation ofany of our Financial Statements to U.S. GAAP has
been prepared for the purposes of this offeringmemorandum. Any suchreconciliation would likely result in material
differences. Mexican Banking GAAP also differs from Mexican Financial Reporting Standards (Normas de
Informacién Financiera) (the “MFRS”), as currently in effect and issued by the Mexican Council of Financial
Information Standards (Consejo Mexicano de Normas de Informacién Financiera, A.C.) (“CINIE™).

The Financial Statements and the other financial information contained in this offering memorandum are
presented on a consolidated basis.

Effects of the Merger of Banco Interacciones into the Bank

On July 13, 2018, the merger of Grupo Financiero Interacciones, S.A.B. de C.V. (“GElnter”) into our parent
company, GFNorte, became effective. Subsequently, on the same date, Banco Interacciones, S.A., Institucion de
Banca Multiple, Grupo Financiero Interacciones (“Banco Interacciones”), the banking subsidiary of GFInter, merged
into the Bank (the “Interacciones Merger”). As aresult ofthe Interacciones Merger, we consolidated our positionas
the fourth largestbank in Mexico in terms of total as sets, performing loans and core deposits, according to information
published by the CNBV, and we strengthened our governmentlending business.

As a result of the Interacciones Merger, our financial information for the year ended December 31, 2018 is not
fully comparable to our financial information for the years ended December 31, 2020 and 2019 contained in this
offering memorandum. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Principal Factors Affecting Our Financial Condition and Results of Operations—Effects ofthe Merger
of Banco Interacciones into the Bank.”



Currencies

The financial information appearing in this offeringmemorandumis presented in Mexican Pesos. In this offering
memorandumreferences to“Pesos”or “Ps.” are to Mexican Pesos and references to “U.S. dollars,” “dollars,” “U.S$’
or“$”are to United States dollars. This offering memorandumcontains translations of certain Peso amounts into U.S.
dollars at specified rates solely for the convenience of the reader. These translations should not be construed as
representations that the Peso amounts actually represent such U.S. dollar amounts or could be converted into US.
dollars at the rate indicated. Unless otherwise indicated, U.S. dollar amounts that have been translated from Pesos
have been sotranslated at an exchange rate of Ps.20.5623 per U.S. dollar, the rate calculated by the Mexican Central
Bank on September 30, 2021, and published on October 1, 2021, in the Mexican Official Gazette of the Federation
(Diario Oficial delaFederacion) (the “Official Gazette™), based ontheaverage of wholesale foreign exchange market
quotes fortransactions settling within two banking business days (the “Mexican Central Bank Exchange Rate”). As
of September 30, 2021, the noon buyingrate in New York City for cable transfers in Pesos per U.S. dollar as certified
for customs purposes by the Federal Reserve Bank of New York was Ps.20.5620 per U.S. dollar.

References herein to “UDIs” are to investment units (unidades de inversion), a Peso equivalent unit of account
indexed for Mexican inflation. UDIs are units of accountwhose value in Pesos is indexed to inflation on a daily basis,
as measured by the change in the National Consumer Price Index (indice Nacional de Precios al Consumidor) (the
“NCPI”). Undera UDI-based loan or financial instrument, the borrower’s nominal Peso principal balance is converted
eitherat origination orupon restructuringto a UDI principal balance, and interest on the loan or financial instrument
is calculated on the outstanding UDI balance ofthe loan or financial instrument. Principal and interest payments are
made by the borrower in an amountof Pesos equivalent tothe amountdue in UDIs at the stated value of the UDIs on
the day of payment. As of September 30, 2021, one UDIwas equalto Ps.6.922358 (U.S.$0.336653).

Terms Relating to Our Loan Portfolio

As used in this offering memorandum, the following terms relating to our loan portfolio and other credit assets
have the meanings setforth below, unless otherwise indicated.

The terms “total performing loans” and “total performing loan portfolio” refer to the aggregate of:
o thetotalprincipalamount of loans outstanding as of the date presented;

e amountsattributable to “accrued interest;”

o “rediscounted loans” (as described below); and

e the“UDI Trusts” (as described below).

Under Mexican Banking GAAP, we includeas income forany reporting period interest thatis accrued but unpaid
during that period. Such “accrued interest” is reportedas part of ourtotal performing loan portfolio in our Financial
Statements untilit is paid orbecomes part of the total non-performing loan portfolio in accordance with the CNBV’s
rules.

“Rediscounted loans” are Peso- and dollar-denominated loans made to finance projects in industries that qualify
for priority status under the wholesale lending programs of the Mexican government’s development banks and are
generally funded by such development banks. In accordance with Mexican Banking GAAP, rediscounted loans are
recorded on the balance sheet as outstanding loans. As mandated by the CNBV, total performing loans include the
portfolio trusts (the “UDI Trusts”) holding our loans converted into UDIs that are consolidated in our Financial
Statements. Underthe UDI program, we are liable for all future losses, if any, on the loans in the UDI Trusts. See
“Selected Statistical Information—Debtor Support Programs.”

Xii



Unless otherwise specified herein, the terms “total performing loans” and “total performing loan portfolio” do
not include “total non-performing loans,” as defined below. The term “net total performing loans” refers to total
performing loans lessallowance for loan losses ontheseloans.

The terms “total non-performing loans”and “total non-performing loan portfolio” include past-due principal and
past-due interest. For a description of our policies regarding the classification of loans as non-performing, see
“Selected Statistical Information—Non-Performing Loan Portfolio.” The term “net non-performing loans” refers to
totalnon-performing loans less allowance for loan losses on these loans.

References in this offering memorandumto “allowance” are to the aggregate loan loss allowance or reserves
shown asofa particular date as a balancesheetitem. References in this offering memorandumto “provisions” are to
additionsto theloan loss allowance or reserves recorded in a particular period and charged to income.

The terms “total loans” and “total loan portfolio” include total performing loans plus total non-performing loans,
each as defined above. The terms “net total loans” and “net total loan portfolio” refer to net total performing loans
plus net non-performing loans, as definedabove.

Terms Relating to Our Capital Adequacy

As used in this offering memorandum, the following terms relating to our capital adequacy have the meanings set
forth below, unless otherwise indicated.

“Capital Conservation Buffer” refers to a minimum capital conservation buffer required to be maintained and
comprised of Fundamental Capital (as defined below), which as ofthe date hereofis equivalent to 2.5% of total risk
weighted assets, pursuant to Section I11a) of Article 2 Bis 5 of the General Rules Applicable to Mexican Banks.

“Capital Ratios” refers to each ofthe ratios of (i) () the Total Net Capital, (b) Tier 1 Capital or (¢c) Fundamental
Capital to (ii) risk weighted assets subject to market risk, credit risk and operational risk, calculated in accordance
with the methodology established fromtime to time by the CNBV, as the case may be, pursuant to the Mexican
Capitalization Requirements.

“Capital Supplement” means the Countercyclical Capital Supplement and the Systemically Important Bank
Capital Supplement, together with any other additional capital conservation or loss absorbency capital requirementto
be constituted by the banks and comprised of Fundamental Capital, pursuant to the Mexican Banking Law (Ley de
Instituciones de Crédito) (the “Mexican Banking Law”) and the Mexican Capitalization Requirements.

“Countercyclical Capital Supplement” means the additional countercyclicalamountof capital that, in its case, is
required frombanks and is comprised of Fundamental Capital, as determined by the CNBV, pursuantto the Mexican
Banking Law and the Mexican Capitalization Requirements.

“D-SIBs” means any domestic systemically important bank, as determined by the CNBV from time to time
pursuantto the Mexican Banking Lawand the Mexican Capitalization Requirements.

“G-7 Mexican Banks” means the seven largest banks in Mexico by total assets, according to the CNBYV, which
are Banorte, Banco Nacional de México, S.A., integrante del Grupo Financiero Banamex (“Banamex’), BBVA
México, S.A., Institucion de Banca Mdltiple, Grupo Financiero BBVA México (“BBVA México”), Banco Santander
México, S.A., Institucidnde Banca Multiple, Grupo Financiero Santander México (“Santander”), Scotiabank Inverlat,
S.A., Institucion de Banca Mdltiple, Grupo Financiero Scotiabank Inverlat (“Scotiabank”), HSBC México, S.A.,
Institucion de Banca Mudltiple, Grupo Financiero HSBC (“HSBC”), and Banco Inbursa, S.A., Institucion de Banca
Multiple, Grupo Financiero Inbursa (“Inbursa™).

“General Rules Applicable to Mexican Banks” means the General Rules Applicable to Mexican Banks
(Disposiciones de Caracter General Aplicables a las Instituciones de Crédito) published by the CNBV, and as such
regulations may be amended or superseded.
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“Fundamental Capital” (capital basico fundamental) or “Core Equity Tier 1 Capital” or “CET1” means the
amount of core capital of Tierl Capital, as such term is used in, and determined pursuant to, the Mexican
Capitalization Requirements, principally including, but not limited to, common equity and surplus, contributions for
future capital increases, retained earnings and capital reserves.

“Mexican Capitalization Requirements” means the capitalization requirements for commercial banks set forth
underthe Mexican Banking Lawand the General Rules Applicable to Mexican Banks, as such laws and regulations
may be furtheramended or superseded.

“Net Capital Supplement” (suplemento al capital neto) means an additional capital requirement to be constituted
by D-SIBs which may be comprised of Fundamental Capital or capital notes, pursuant to the Mexican Banking Law
and the Mexican Capitalization Requirements.

“Non-Fundamental Capital” (capital basico no fundamental) or “Non-Core Tier 1 Capital” or “Additional Tier
1 Capital” means the amount of non-core capital of Tier 1 Capital, as such termis used in, and determined pursuant
to, the Mexican Capitalization Requirements, principally including, but not limited to, perpetual and convertible
subordinated non-preferred indebtedness.

“Systemically Important Bank Capital Supplement” means theadditional loss absorbency capital to be constituted
and comprised of Fundamental Capital by D-SIBs to reflect the greater risk that they pose to the Mexican financial
system.

“Tier 1 Capital” refers to the basic capital (capital basico) portion of the Total Net Capital, as such termis used
in, and determined pursuant to, the Mexican Capitalization Requirements, also known as Fundamental Capital plus
Non-Fundamental Capital, as suchdetermination may be furtheramended fromtime to time.

“Tier 2 Capital”refers to the additional capital (capital complementario) portion of the Total Net Capital, as such
termis used in,and determined pursuant to, the Mexican Capitalization Requirements, principally including, but not
limited to, subordinated preferred indebtedness.

“Total Net Capital” refers to the net capital (capital neto), as such termis used in, and determined pursuant to,
the Mexican Banking Law and the Mexican Capitalization Requirements, also known as Tier 1 Capital plus Tier 2
Capital.

Market Share and Ranking Information

Unless otherwise indicated, the market share and ranking information included in this offering memorandumis
derived fromstatistics available through the CNBV, the Mexican Central Bank, the SHCP, the Mexican Bankers’
Assaociation (Asociacion de Bancos de México, A.C.) (the “ABM”) or Controladora Prosa, S.A.de C.V. (“Prosa”), a
Mexican clearing agency for automated teller machines (“ATMs”), and credit cards. The most recently available
market share and ranking information in certain cases is as of June 30, 2021, and August 31, 2021.
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SUMMARY

This summary highlights selected information from this offering memorandum and may not contain all the
informationthatis importanttoyou. For a more complete understanding of us, our business and this offering, you should
read this entire offering memorandum, including, without limitation, the sections entitled “Risk Factors,”
“Management 's Discussion and Analysis of Financial Condition and Results of Operations, ” “Selected Statistical
Information, ” and our Financial Statements and notes thereto, appearing elsewhere in this offering memorandum.

We are a multiple purpose bank (institucién de banca maltiple) incorporated as a limited liability corporation
(sociedad anénima) in accordance with the laws of Mexico and licensed by the SHCP to operate as a commercial
bank. We are the largestbank in Mexico in terms of total assets, deposits and stockholders’ equity, that is not controlled
by oraffiliated to a non-Mexican financial institution. As of September 30, 2021, we ranked second among all Mexican
banks in terms of loan portfolio, third in core deposits (a combination of demand deposits and time deposits), and
fourth in terms of total assets, in each case, according to information published by the CNBV. With more than 120
years of operation as a financial entity in the Mexican banking sector, we have developed anextensive experienceand
in-depth knowledge of the Mexican market, providinga fullrange of banking services toover 11.0 million customners
in Mexico as of September 30, 2021.

We are the banking subsidiary of GFNorte, the second largest financial services holding company in Mexico in
terms of totalassets asof June 30,2021, accordingto thelatest information published by the CNBV. Through us and
its other subsidiaries, GFNorte provides financial and related services primarily in Mexico, including banking
products; annuities and insurance products; retirement savings funds; mutual funds; leasing and factoring;
warehousing; and a wide array of broker-dealer services, including securities trading, offering and underwriting. We
are GFNorte’s most significant subsidiary, representing approximately 66.5% of GFNorte’s total assets and 58.7% of
its total stockholders’ equity, as of September 30, 2021.

As of September 30, 2021, we had total assets of Ps.1,199.3 billion (representing a market share of 10.8%
according to CNBV), total liabilities of Ps.1,060.3 billion (including total deposits of Ps.799.4 billion) and
stockholders’ equity of Ps.139.0billion. In the nine-month period ended September 30, 2021, we generated net income
of Ps.19,320 million, and had a return on average equity (“ROAE”) of 18.6% and a return on average total assets
(“ROAA”)0f2.1%. In 2020, we generated net income of Ps.20,384 million, and had a ROAE of 16.6% and a ROAA
of 1.6%. In 2019, we had a ROAE of 24.2% and a ROAA of 2.4%. For an explanation regarding the calculation of
ROAE and ROAA, see footnotes (2) and (3) to the table on page 2 below.

Our Capital Ratios were 21.86% for Total Net Capital, 20.92% for Tier 1 Capital and 14.86% for Core Equity
Tier 1 Capitalas of September 30, 2021, exceeding the minimum Capital Ratios that we are required to comply with
under Mexican banking regulations, which are 11.40%, 9.40% and 7.90%, respectively. These Capital Ratios are
inclusive of the Systemically Important Bank Capital Supplement. Given our status as a grade 11 domestic systemically
important bank in Mexico, we are required by the CNBV to constitute a Systemically Important Bank Capital
Supplement of 0.90%.

Overthe years, we have successfully expanded our banking operations through strategic mergers and acquis itions,
as well as consistentorganic growth. This expansion has allowed us to increase our market share, especially in loans
and deposits, as well as expand our geographic coverage and enhancethe diversity and quality of our customer base.
We have created a multi-channel network to provide a wide range of commercial and retail banking services,
consisting of a network of 1,177 branches, 9,556 ATMs (57% of which are located outside of our branches) and
154,381 points of sale (“POSs™), in each case, as of September 30, 2021. Our branch network extends throughout
Mexico, with a particular focus on the areas with the highest concentration of economic activity, including the
Northeast of Mexico and Mexico City. We have processed approximately 2,174 million transactions in ATMs and
digital banking for the nine-month period ended September 30, 2021. We had 25,741 employees as of September 30,
2021.




The following table presents certain of our financial and operating data as of and for the years indicated:

As of or for the nine-month

period ended September 30, As of or for the year ended December 31,
2021 2021 2020 2020 2019 2018
(US.$ millions,  (Ps.millions, (U.S.$ millions, (Ps. millions, (Ps. millions, (Ps. millions,
except except except except except except

percentages)®  percentages)  percentages)®  percentages) percentages) percentages)

Tota loan portfolio............cccvvvvvieennnnns 39,161 805,278 38,474 791,112 755,898 769,174
Total SSELS..eeeeviiiieii e 58,323 1,199,275 61,382 1,262,185 1,149,536 1,180,492
Tota deposits........coeveeeivreiiiiiieeeeiiinnnn. 38,877 799,383 41,011 843,253 744,272 759,235
Totd liabilities................ovvvvviiiiiiiiinnnn. 51,561 1,060,251 54,819 1,127,138 1,035,276 1,072,090
Tota stockholders’ equity..................... 6,762 139,024 6,567 135,047 114,260 108,402
Net income for the period...................... 940 19,320 992 20,384 27,493 24,834
Return on average total assets (ROAA)? .. 2.1% 2.1% 1.6% 1.6% 2.4% 2.3%
Return on average equity (ROAE)®......... 18.6% 18.6% 16.6% 16.6% 24.2% 25.7%
Net interest margin®................cccoevens 5.8% 5.8% 5.9% 5.9% 6.4% 6.3%
(1) Solely for the convenience of the reader, Peso amounts as of and for the nine-month period ended September 30, 2021, and as of and for the year

@

®

O

ended December 31, 2020 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate on September 30, 202 10fPs.20.5623
per U.S.$1.00. See “Exchange Rates and Currency.”

Net income for the year divided by the average of the last five quarters of total assets, based on end-ofperiod balances (excluding minority
interest). For the nine-month period ended September 30, 2021, net income is determined on an annualized basis and is divided by the average of
the last four quarters of total assets on end-of-period balances, in this case, September 30, 2021, June 30, 2021, March 31, 2021 and December
31, 2020.

Net income for the year divided by the average of the last five quarters of stockholders’ equity, based on end-of-period balances (excluding
minority interest). For the nine-month period ended September 30, 2021, net income is determined on an annualized basis and is divided by the
average of the last four quarters of stockholders’ equity based on end-of-period balances, in this case, September 30, 2021, June 30, 2021, Math
31, 2021 and December 31, 2020.

Net interest income divided by the average of the last five quarters of total interest-earning assets, based on end-of-period balances (excluding
minority interest). For the nine-month period ended September 30, 2021, net income is determined on an annualized basis and is divided by the

average of the last four quarters of total interest-earning assets, in this case, September 30, 2021, June 30, 2021, March 31, 2021 and December
31, 2020.

The following map shows our network of branches in Mexico as of August 31, 2021.

North 241
o West 174
North West 148
Central 89
Mexico 299
South 145
m Pen 82

-~

Total Branches: 1,178




The following table sets forth our currentmarket share in each region of Mexico in terms ofthe criteria specified
belowas of August 31, 2021.

Banorte’s Market Share

Mexico
North Central West Northwest City Peninsula South National
15.1% 12.7% 8.4% 9.9% 10.1% 8.5% 7.1% 9.9%
24.0% 24.0% 13.3% 18.1% 9.2% 14.6% 10.2% 14.3%
28.6% 7.2% 7.7% 9.4% 7.0% 7.1% 5.3% 9.8%

Source: CNBV
Our Lines of Business

Our business is organized in two main segments: Retail Banking and Wholesale Banking. As of September 30,
2021, our Retail Banking loan portfolio was Ps.322,569 million and Wholesale Banking was Ps.482,709 million,
representing 40.1% and 59.9% of ourtotal loan portfolio, respectively.

e Retail Banking. This segment serves clients through our branches, ATM network, alternate channels (POSs, third-
party correspondents andonline, telephoneand mobile banking) and our contactcenter. The Retail Banking segment
offers services to individuals, small- and medium-size enterprises (“SME”), as well as state and municipal
governments. Products and services offered through this segment include checking and deposit accounts, credit and
debit cards, mortgages, car loans, payroll and personal loans, payroll dispersion accounts, as well as car, home and
life insurance offered through a cross-selling agreement with our affiliate Seguros Banorte, S.A. de C.V. (“Seguros
Banorte”).

o Consumer Banking: We offer financial products and services for individuals througha multi-
channelapproach. Ourinvestments in systems andtechnology overthe pastfouryears allow us to
bettertargetour products and services and to focus onthe most profitable clients. The main products
that we offer in this segment include mortgages, payroll loans, credit cards and automobile loans.
As of September 30, 2021, our mortgage loan portfolio was Ps.199,872 million, our payroll loan
portfolio was Ps.55,984 million, our credit card portfolio was Ps.38,550 million and our automobile
loan portfolio was Ps.28,163 million, representing 62%, 17%, 12% and 9% of our total consumer
loan portfolio, respectively.

o SME Banking: We offer financial products and services for SMEs or individuals with business
activities. We service our more than 415,639 clients in this segment through a specialized team of
executives distributed through a network of 1,177 service centers in Mexico as of September 30,
2021. We provide,amongothers, the following main solutions: savings and investment, financing,
and business insurance offered through a cross-selling agreementwith Seguros Banorte. One of our
main products is Crediactivo, a loan product targeted towards SMEs and issued in amounts of
approximately Ps.34,361 million. As of September 30, 2021, our total SME loan portfolio was
Ps.75,303 million, representing 8.97% of ourtotal loan portfolio.

o State and Municipal Governments: We offer products and services for Mexican stateand municipal
governments, including checking accounts, financing (shortand long-termloans frequently secured
by federal contributions (aportaciones federales), cash management and payroll payment services.
As of September 30, 2021, our total state and municipal government loan portfolio, which is a subset
of ourgovernmentportfolio, was Ps.102,636 million, representing 12.7% of our total loan portfolio.

e Wholesale Banking. Our Wholesale Banking segment comprises Corporate and Enterprise Banking, Transactional
Banking, Federal Government Bankingand International Banking.

o Corporateand Enterprise Banking. Through this segmentwe specialize in comprehensive financial
solutions for corporate and enterprise clients through several forms of specialized financing,
including structured loans, syndicated loans, financing for acquisitions and investment plans. We




also offer cash management, collections, trust services, payroll payment, checking accounts, lines
of credit, and loans such as CrediActivo Empresarial (a product partially guaranteed by a Mexican
development bank Nacional Financiera, S.N.C., Institucién de Banca de Desarrollo (“NAFIN”)).
Our clients in this segment generally consist of multi-national companies, large Mexican
corporations and midsize enterprises operating in a wide range of sectors. We offer a client-oriented
banking model, which establishes the role of the relationship managers as the central axis to attend
all of ourcustomers’ financial needs. As of September 30, 2021, ourtotal corporate and enterprise
banking loan portfolio was Ps.287,132 million, representing 35.7% of ourtotal loan portfolio.

o Transactional Banking. Through our transactional banking division, we offer corporate and
enterprise clients a comprehensive model of cash management solutions and online banking,
encompassing sale, implementation and post-sale service, aiming to increase cross-selling levek.
We launched a consolidated business model in 2014, which has resulted in a higher cross-selling
ratio, better serviceandstronger ties with our clients.

o Federal Government Banking. Through this segment we provide financial services to the federal
government, productive state enterprises, decentralized entities (such as social security institutions
and public trusts) and other entities at the federal level. Products and services offered include
checking accounts, loans, cash management and payroll payment services. We also offer
comprehensive advisory services on public finance to increase taxcollections and control and
manage expenses, and we prepare financial diagnoses to design adequate profiles for debt payment
through a solid financial and legal structure, aiming to strengthen our clients’ financial condition
and credit quality. Serving these institutionsalso allows us to cross-sell checking accounts, credit
card services and loan products. As of September 30, 2021, our total federal government loan
portfolio was Ps.55,265 million, representing 6.9% of our total loan portfolio.

o International Banking. Through this segment we offer products and services to our corporate and
enterprise banking and SME clients to assist them with international trade needs, as well as
providing correspondent banking services to foreign financial institutions. We have strategic
agreements with financial institutions abroad, which allow us to offer highly competitive solutions
and financial services to our clients, both locally and globally. On February 12, 2020, Banorte and
the official BExport Credit Agency ofthe government of Denmark, Eksport Kredit Fonden, entered
into a bilateral “Framework Cooperation Agreement” to support Mexican companies in foreign
trade activities. This agreement establishes the cooperation framework to support imports from
Denmark, as wellas energy and infrastructure projects in Mexico that involve Danish companies as
providers of goods and services. Among the productsandservices offeredtoourimport and export
clients and to those with international or risk mitigation needs are letters of credit, documentary
collections, banking guarantees, stand-by letters of credit, letters of credit financing, cross-border
financing for import and export transactions, and international transfer services. We also provide
specialized local banking services to foreign-based companies with operations in Mexico.

Our History

We were founded in 1899 as Banco Mercantil de Monterrey, with a strong regional presence in Northeastem
Mexico, particularly in the metropolitan area of Monterrey, Nuevo Ledn, one of the country ’s most important
industrial centers.

Togetherwith other Mexican commercial banks, Banco Mercantil de Monterrey was nationalized by the Mexican
government in 1982. In 1986, Banco Mercantil de Monterrey merged with Banco Regional del Norte, another
financial institution with headquarters in Monterrey, and became Banco Mercantil del Norte, Sociedad Nacional de
Crédito. In 1987, under a Mexican government privatization initiative, the government sold approximately 34% of
our capital stock tothe Mexican public. In 1990, the Mexican Constitution was amended to allow the total privatization
of Mexican commercial banks, and the government enacted the Mexican Banking Law, which provided for private
ownership of Mexican commercial banks. The privatization of Mexican commercial banks beganin 1991.




GFNorte, our parent company, was incorporated in 1992 under the name “Grupo Financiero AFIN, S.A.de C\V.”
(“AFIN”) as part of the privatization process of the Mexican banking system. In 1993, our shareholders acquired
AFINthrough astock-for-stockexchange. As aresult of this exchange, we became a subsidiary of AFINand AFIN
changed its name to “Grupo Financiero Banorte, S.A. de C.V.” GFNorte’s common shares are publicly traded in the
Mexican Stock Exchange (Bolsa Mexicana de Valores, S.A.B. de C.V.) and the Institutional Stock Exchange (Bolsa
Institucionalde Valores, S.A. de C.V.) under the ticker symbol “GFNORTEOQO.”

The 1995 Mexican Peso crisis and the entrance of foreign institutions in Mexico prompted a consolidation of the
Mexican banking systemwhich resulted in the absorption of many smaller Mexican banks into larger institutions. In
September 1997, we acquired Banco del Centro, S.A., Institucion de Banca Mdltiple (“Bancentro™), increasing our
market share in the Central and Western regions of Mexico and adding 195 branches. In August 1997, GFNorte
acquired 81% of the shares of Banpais, S.A., Institucion de Banca Multiple (“Banpais™), and in January 2000, we
merged with Banpais consolidating the banking activities of GFNorte under Banorte and enabling further expansion
of our client base, geographical position and national coverage through the addition of 161 branches. In Decenber
2001, GFNorte acquired Bancrecer, S.A., Institucion de Banca Multiple (“Bancrecer”) and in September 2002 we
merged with and into Bancrecer. The surviving entity was renamed “Banco Mercantil del Norte, S.A., Institucidn de
Banca Multiple, Grupo Financiero Banorte.”

In 2006, we expanded our operations into the United States, through the acquisition of Inter National Bank
(“INB”), a regional bank based in Texas with primary presencein the Rio Grande Valley and headquartered in
McAllen, Texas. Wesold our equity interestin INB in March 2017. Also in 2006, we acquired UniTeller, a New
Jersey-based remittances company, and in 2007 we acquired Motran, a money transfer company based in California.

In 2011, GFNorte merged with IXE Grupo Financiero, S.A.B.de C.V. (“IXE”) in a stock-for-stock transaction.
IXE conducted its business through its own subsidiaries, the largest one being Ixe Banco, S.A., Institucion de Banca
Multiple, IXE Grupo Financiero (“1XEBanco™),acommercial bank in Mexico focusing on middle-and upper-income
customers. In 2012, GFNorte expanded its pension fund manager joint venture, first through a merger with Afore
XXI, S.A. de C.V. (“Afore XXI”), and laterin 2013, with the acquisition of Administradorade Fondos para el Retiro
Bancomer, S.A.de C.V. (“Afore Bancomer”), resulting in the largest pension fund manager in Mexico. On April 15,
2013 and May 7, 2013, IXE Banco and Fincasa Hipotecaria, S.A.de C.V., Sociedad Financiera de Objeto Mdltiple,
Entidad Regulada (“Fincasa”), IXE’s specialized mortgage lender, received the authorization fromthe CNBV to be
merged with and into us, with Banorte as the surviving entity. On May 2, 2017, we consolidated our credit card
operations by merging our wholly-owned subsidiary Banorte-Ixe Tarjetas, S.A.de C.V., SOFOM, E.R, with and into
the Bank.

On July 13, 2018, the merger of GFInter into our parentcompany, GFNorte, became effective. Subsequently, on
the same date, Banco Interacciones, the banking subsidiary of GFInter, merged into the Bank. As a result of the
Interacciones Merger, we consolidated our position as the fourth largest bank in Mexico in terms of total assets,
performing loans and core deposits, according to information published by the CNBV, and we strengthened our
government lending business.

On January 25, 2018, the Board of Directors of the Bank approved the spin-off of Banorte USA Corporation
(“Banorte USA”) and the subsequent investment of Banorte USA’s assets, including thetotal shareholders’ equity of
INB Financial Corporation (“INBEC”) and the total shareholders’ equity of Uniteller Financial Services in Banorte
Financial Services. The spin-off and the transfer of these assets occurred in December 2018. This spin-off did not
have any effect on ourfinancial statements because the Bank consolidated both Banorte USA and Banorte Financial
Services as of December 31, 2018. Subsequentto the transfer of Uniteller Financial Services and INBFC’s assets to
Banorte Financial Services, on January 14,2019, Banorte USA was liquidated.

On September 1, 2020, Inmobiliaria Interdisefio, S.A. de C.V., Inmobiliaria Mobinter, S.A. de C.V., Inmobiliaria
Interorbe, S.A.de C.V. and Inmobiliaria Interin, S.A. de C.V. were merged with and into the Bank, with the Bank as
the surviving entity.




Market Opportunity

Despite the uncertainties related to COVID-19, we believe that the credit market in Mexico offers potential for
growth giventhe relatively low levels ofaccessto banking services among the Mexican population, coupled with the
country’syoung population, low levels of credit to the private sector and expected economic recovery.

The Mexican economy was the second largest in Latin America and the Caribbean in terms of GDP in 2020,
despite a contraction of the GDP in 2020 by 8.3% and in 2019 by 0.1%. The Mexican economy showed resiliency in
spite of foreign exchange volatility and a complexglobal environment, posting real GDP growth rates of 2.1% and
2.0% in 2018 and 2017, respectively. Due to COVID-19, 2020 economic indicators in Mexico such as GDP,
manufacturingindexand employment have suffereda negative impact.

Some of the recent economic indicators demonstratean improvementin Mexico’s economy, though still showing
some volatility. On the second quarter of 2021, on a yearoveryearbasis, industrial production increased by 28.8%,
the unemploymentrate dropped from4.4% in the first quarter of 2021 to 4.2% in the second quarter. However, at the
end of October, the Mexican Institute of Statistics and Geography (Instituto Nacional de Estadistica y Geografia)
(“INEGI™) released its early estimate of quarterly GDP for the third quarter of 2021, providing for a negativerate of
0.2% (-0.09% annualized) in comparison tothe immediate previous second quarter.

The combinationofa low unemployment rate (4.18% in seasonally adjusted terms, as of September 30, 2021), a
slight average increase of 0.99% in salaries in real terms during the year ended December 31, 2020 and a relatively
contained core inflation (3.8% inflation rate, for the year ended December 31, 2020) has provided support to the
economy through domestic demand. Mexico’s favorable demographics further support the growth prospects in the
financial sector. Mexico has the second largest population in Latin America and the Caribbean and its young,
economically active population is expected to expand considerably through 2030, further supporting the transition
from the informal economy to the formal sector. Accordingto INEGI, the informal economy represented 56.18% of
the totalemploymentas of September 30,2021. Additionally, accordingto the World Bank, as of 2020, the domestic
credit to private sector as a percentage of GDP in Mexico reached 38.7%, compared to 124.5% in Chile, 70.2% in
Brazil and 216.3% in the United States. Mexico’s low credit penetration represents a clear opportunity thathas been
reinforced by the government’s effortsto increaseaccess to bank lending and financial services in general in Mexico
throughthefinancial reformenacted in 2013.

Such stable macroeconomic environment and favorable country demographics, coupled with low credit
penetration, has resulted in a healthy and consistent growth trend for the banking sector in Mexico in the last several
years. Accordingto CNBVdata, Mexico’s banking systemhas experienced loan growth of 6.7% compounded annual
growth rate for the last five years from December 31, 2015 to December 31, 2020, with stable non-performing loan
ratios oscillating between2.1% and 2.6%. The growth rate of total loans in the country has been supported by
consistentgrowth in the deposit base, growing at 7.8% compounded annual growth rate from September 30, 2016 to
September 30, 2021, allowing for a sound liquidity of the banking sector with loans-to-deposits ratios at 93.5% on
average duringthis period. Such combination of loans and deposits growth has led to sustained attractive returns for
the Mexican banking system, with an average ROAE of 13.7% and persistently above 8.4% from September 30, 2016
to September 30, 2021. The G-7 Mexican Banks representover 82.3% of the average total loan portfolio and also over
82.4% of the average total deposits from September 30, 2016 to September 30, 2021. The ROAEforthe G-7 Mexican
Banks has been 14.5% on average from September 30, 2016 to September 30, 2021, and the average Total Net Capital
for the same group has been at or above 16.0% from September 30, 2016 to September 30, 2021 (according to the
CNBYV and to the quarterly earnings release of each of these banks).

Lastly, Mexico has beenat the forefrontin the implementation ofa strong regulatory banking framework, which
results in capitalization requirements, and alerts relating to such requirements, that are consistent with global
standards. Mexico was oneofthe first countries in the world to implement Basel 111 rules. Unlike other countries that
implemented or are in the process of implementing Basel Ill capitalization rules overthe course of several years, the
Mexican government took advantage ofthe strong capitalization levels of the Mexican banking systemand required
that allbanks operating in Mexico adoptBasel Il capitalization rules beginningin 2013. Moreover, in May 2016, the
CNBV imposed additional capital requirements to certain D-SIBs, including us, and mandated the constitution of a
Countercyclical Capital Supplement to further shield the Mexican banking system. Though Mexican banks were
required to constitute and comply with these additional capital requirements over a period of four years, to be




constituted in four equal parts in December of each year, on a cumulative basis, commencing on December 31, 2016,
many of the banks, including Banorte, already fully complied with such capital requirements given their high
capitalization levels.

Competitive Strengths
We believe the following competitive strengths differentiate us fromour competitors:
Deep Knowledge of the Mexican Market and Strong Brand Recognition

We are part of GFNorte, which was the second largest financial group in Mexico as of June 30, 2021 in tems of
assets and loan portfolio, and the largest controlled by Mexican investors, according to CNBV data. GFNorte has
operated in the Mexican financial industry for 35 years under the “Banorte” brand name. We believe GFNorte’s long
standing history in the Mexican market is recognized by our customers and the public, who associate GFNorte with
quality and social responsibility within the Mexican financial industry, based on the various awards received by GFNorte.
In January 2019, Global Finance magazine recognized Banorte as the “Best Trade Finance Bank” in Mexico and the
“Best Trade Finance Products Provider.” Additionally, on November 1,2019, Banorte was named bank of the year in
Mexico by Latin Finance. Our bank was recognized as one of the “Most Honored Companies” by Institutional Investor
forthe 2021 period, which evidences Banorte’s capabilities as a successful bank.

GFNorte has an in-depth knowledge of the Mexican marketand local efficient decision-making processes thatallow
us to provide timely, specialized and comprehensive responses to our clients’ requests and rapidly adapt to changes in
the Mexican banking sector. For instance, during the global financial crisis of 2008, while international groups
retrenched toshoreup capital, GFNorte seized the opportunity and filled the void by expanding its presence in Mexico.
GFNorte focuses on providing comprehensive services to our clients through a multi-product, multi-entity strategy that
seeks to meetall of its clients’ banking, insurance, retirementsaving and brokerage needs.

GFNorte has consolidated itself as a leading player in commercial banking, asset management, insurance and
annuities, and brokerage services in Mexico. We are able to do this as a fully integrated financial group. As of
September 30, 2021, GFNorte had the largest retirement fund manager (administradora de fondos para el retiro)
(“Afore”) in Mexico in terms of assets under management, with a market share of 21.1% of the pension system
managed by Afores.

Leading MarketPresence Across Core Businesses

We believe that our leadership positionacross our core businesses in Mexico allows us to offera comprehensive
suite of financial products and services to our customers, with access toa customer base of over 3,031 corporate clients
and over 10.8 million individual customers as of September 30, 2021. This creates important synergies and
efficiencies, as well as cross-selling opportunities.

Throughthe implementation of our organic growth strategy and acquisitions, we have transformed ourselves from
being a regional bank with a 3.0% market share in terms of performing loans in 1992 to becoming the third largest
bank in Mexico in terms of total assets (Ps.1,199.3 million), performing loans (Ps.796.0 billion) and total deposits
(Ps.799.4 billion), with nationwide presence and a 15.0% market share of total loans as of September 30, 2021,
accordingto the CNBV.

We are the second largestoperator of POSs in Mexico (representing a market share of 12.0%), the third in ATMs
(representinga market share of 14.3%) and the fifth in branches (representinga market share of 9.9%), accordingto
the CNBV, as of August 31, 2021. As of the same date, we had a 27.5% market share of the government banking
sector, the second largest in the Mexican banking system. As of the same date, we had a market share of 18.8% and
14.6% of mortgage loans and commercial loans, both of which represent the second largest share in the Mexican
banking system.




Profitable Business PlatformSupported by Prudent Risk-ManagementPractices

We believe thatthe successful implementation of our business strategy has allowed us to become one of the most
profitable banks in Mexico. We have maintained solid financial performance, evidenced by the consistent netincorme
yearly growth we have experienced in 36 of the last 47 operating quarters (considering the period fromJanuary 2010
through September 2021). During the same period, we maintained a strong capitalization profile and continue to
benefit from prudent risk management practices. We serve our customers through an extensive network of branches
and ATMs, alternate channels and a contact center with differentiated products and services. Clearly identifiable
customer segments in our Retail Banking operations allows us to offer services according to customer-specific profiles
and usage channels. Thishasallowed usto develop and strengthen our banking relationship with our clients, as well
as increase our profitability by improving efficiency and following a value -oriented approach.

As aresult of COVID-19, the positive trend in our financial performance did not continue in 2020, as our net
income decreased by 25.9% as compared to 2019, while our ROAE and ROAA decreased to 16.6% and 1.6%,
respectively, in 2020 compared to 24.2% and 2.4%, respectively, in 2019. Our efficiency ratio increased year-over-
year from 42.3% in 2019 to 45.0% in 2020. As of December 31, 2020, we had a non-performing loans to total loans
ratio of 1.1% and a coverage ratio, defined as allowance for loan losses divided by total non-performing loans, of
226.9%. Recurring netincome totaled Ps.19.3billion in the nine-month period ended September 30, 2021, reflecting
stability when compared to thethird quarter of 2020. In the third quarter of 2021, our ROAE and ROAA increased, to
18.6% and 2.1% respectively. Our efficiency ratio was 47.1% as compared to 43.5% for the corresponding periodin
2020. As of September 30, 2021, we had a non-performing loans to total loans ratio of 1.2% and a coverage ratio,
defined as allowance for loan losses divided by total non-performing loans, of 180.6%.

We believe these ratios reflect our prudent risk management practices. We plan to maintain a balanced growth
profile, emphasizing an efficient use of capital, prudent financial and operational risk management and efficient
operations.

Strong Capital Base and Capitalization Ratios

We believe we havea strong capital base, as evidenced by each of our Capital Ratios, which have been above the
average for the G-7 Mexican banks during the past 23 quarters (considering the period from January 2016 through
September 2021). Mexican banks already comply with Basel Il capitalization requirements and are well capitalized
compared to other banks in more developed economies, and within this group of Mexican banks, we compare very
favorably in terms of capitalization levels and composition of capital. As of September 30, 2021, our Fundamental
Capital ratio was 14.86% the fifth among the G-7 Mexican banks; our Additional Tier 1 Capital was 6.06%, the highest
among the G-7 Mexican banks; and our Total Net Capital ratio was 21.86%, also the highest among G-7 Mexican
banks; in each case, according to data published by each of these banks.

Tier 1 Capital is also an important component of our capitalization and with a Tier 1 Capital ratio of 20.92% as
of September 30, 2021, our Tier 1 Capital ratio exceeded by 11.52% the 9.40% minimumrequired by Mexican banking
regulationsto beclassified asa grade 11 D-SIB.

In May 2016, given our status as a grade 11 D-SIB in Mexico, we were required by the CNBV to constitute a
Systemically Important Bank Capital Supplement of 0.90%. In July 2018, the CNBV ratified this requirement,
confirmed the Bank as a grade Il D-SIB and required us to implement an additional Countercyclical Capital
Supplement, whichwe have estimated would correspond to 0.001%. We were required toimplement and comply with
these Capital Supplements fromDecember 31, 2016 through December 31, 2019. Given our strong capital base, our
Capital Ratios as of September 30, 2021 are well above such Capital Supplement requirements.

On June 18, 2021, an amendment to the banking regulation was published in the Federal Official Gazette, which
sets forth that D-SIBs shall maintain an additional Net Capital Supplement that must be in addition to the minimum
required Total Net Capital ratio and Capital Conservation Buffer.

The referred new Net Capital Supplement will correspond to the maximum between 6.5% of the total risk
weighted assets and 3.75% of the adjusted assets, calculated according tothe leverageratio. The supplementwill have




a deferred implementation overa period of four years considering 25% of the total supplement per year, startingon
December 2022 and ending with 100% of the total supplement by December 2025.

The chart below presents the Capital Ratios for our main competitors by total assets as of September 30, 2021,
ranked by Total Capital Ratio.

Capitalization Ratios of Largest Mexican Banks by Total Assets
As of September 30, 2021 - Ranked by Total Capital Ratio
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The table below sets forth the liquidity and leverage ratios of the largest Mexican Banks as of September 30,
2021, as reported by these institutions in their quarterly earnings releases.

As of September 30, 2021

Minimum
Ratios Banorte Santander BBVA Banamex HSBC Scotiabank
Liquidity and Leverage Ratios:
Liquidity Coefficient Ratio
(AVErage)....cvvvvnieeeeiee e 100.00% 183.70% 329.68% 216.69% 231.94% 214.61% 141.00%
Leverage Ratio..............ceeeeeeeennn. 3.00% 11.61% 8.89% 10.20% 9.03% 7.86% 8.27%

Source: Each bank’s quarterly
release

As of September 30, 2021, Banorte reported a Net Stable Funding Ratio of 139.02%, calculated as total available
stable funding divided by the total required stable funding a result thatis above the minimum regulatory requirement
of 100%.

Expanding Business Platform with a Focus on Customer-Oriented Multi-Channel Banking

We have made significant investments to develop what we believe is one of the broadest integrated financial
services platforms in Mexico. Between January 1, 2013, and August 31, 2021, we increased the number of ATMs
and POSs by 47% and 59%, respectively, reachingatotal of 9,556 ATMsand 154,381 POSs, ranking third in nunber
of ATMs andsecond in number of POSs in the Mexican banking system. During the same period, we implemented
aseries of branch consolidations to improve efficiency, ranking fifth in terms of market share for number of branches.
In addition, we have developed electronic distribution channels, such as Banorte por Internet and Banorte Mavil,
which we believe are more cost-effective than traditional physical banking channels and provide a high degree of
flexibility and convenience to our customers. As of September 30, 2021, we had approximately 2.5 million active
internet banking customers and around 1.8 million of our customers utilized Banorte Mévil. We also consider




ourselves tobe pioneers in offering banking services through third parties in Mexico, reaching a total of 17,968 contact
points as of September 30, 2021.

Over the years, we have moved froma product-oriented to a customer-oriented business approach. We believe
our new focus provides us with more value by generating opportunities and providing our clients with more
customized services. In 2013, we entered into a strategic agreement with IBM de México, Comercializacion y
Servicios, S.A.de C.V. (“IBM”), which allows us to furtheralign our information systems with our customer-oriented
business philosophy and benefit fromincreased cross-selling opportunities and a better overall experience for our
customers.

Organic Growth and Successful Integration of Acquisitions

Our organic growth has been complemented with focused strategic and transformational acquisitions that have
strengthened our market position across our different lines of business. Since 1996, we have consummated over 15
mergers and acquisitions, which have expanded our geographic reach and complemented our product portfolio and
the quality of our professionals. We believe this demonstrates our track record of successfully integrating acquisitions
into our platforms and our expertise in deriving important scale and efficiency benefits from acquired assets and
businesses. Ouracquisition strategy has traditionally beencentered on:

assets andbusinesses thatare aligned with our business modeland growth strategy;
transactions that are accretiveto earnings;

operations that offer potential for significant synergies; and

transactions with limited integration risk and disruption to our business.

Track Record of Product Innovation

We have a history of innovation and new product development that has been fundamental to our growth and
competitive position. We have been leaders in the developmentofthe banking sector in Mexico through new product
launches; for example, we launched a product that provided customers with a new and easy way for customers to
access online mortgages; and mortgages with rate reduction mechanisms for timely payment of interest. Over the
years, we have demonstrated the ability to introduce new product offerings focused on ourindividual, corporate and
SME customers. Among the innovative products and services that we have successfully launched are our Adelanto
Némina payrollloan productfor individuals, which canbe disbursed through ATMs and online banking, and Banorte
Movil, our state-of-the-art mobile banking platform. In June 2019, we also finalized an agreement with Payclip, Inc.
to strengthen our existing commercial alliance and to continue to work together on our digital strategy and
technological innovation. Through this alliance, we aim to bring important payment method innovations to the
Mexican market, and to offer our clients user-friendly, customized and cutting-edge products.

Experienced Leadershipand Effective Governance

Ouroperations are supported by an experienced managementteam. Our senior managementteamhas, onaverage,
15 years of experiencewith us and more than 23 years of experiencein the financial services industry. In recent years,
our management team has integrated multiple large-scale acquisitions and improved our competitive position,
including throughout the global financial crisis, to become the fourth largest bank in Mexico in terms of assets,
generating significant profitability while maintaining effective risk management and a merit-based corporate cukure
that permeates all levels of our organization. As a consequence of these acquisitions, key employees of acquired
companies have remained with our organization, adding to ourteam’s knowledgeandexpertise. We are also focused
on attracting, developing and maintaining highly qualified personnel.

In addition, our Board of Directors is composed by a majority of independent directors (currently 64%), which
ensures collegial decision-making for the benefit of our stakeholders. We also have several supporting committees,
including an audit committee and a risk policies committee, each chaired by independent directors with recognized
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experience. The board composition also seeks to align with ESG standards, striving towards adequate gender
diversity. Similarly, our Board of Directors must constantly line up with GFNorte’s strategy. Our corporate
governance modelnot only complies with applicable standards, but seeks to apply best practices used in world -class
organizations. Overthe last several years, we have taken important steps to furtherimprove leadership and govemance
atall levels of ourorganization.

Strategy
As part of our short- to medium-termstrategy, we intend to:
Selectively Increase Our MarketShare

We have been able to increase our market share in banking products in a competitive environment. Our market
share in total loans and deposits has increased from 8.0% and 6.6%, respectively, as of December 31, 2000, to 15.0%
and 12.7%, respectively, as of September 30, 2021. We intend to focus on increasing our market share in certain
targeted segments throughthefollowing initiatives:

Expand Our Payroll Loan Business

We are enhancing the use of distribution channels, such as ATMs, mobile devices and internet banking to increase
the origination of payroll loans in Mexico. As of September 30, 2021, we had a 20.3% market share of payroll loans
in Mexico according to the CNBV. We also intend to continue to develop specialized sales forces, telemarketing
efforts and Banorte Visita, through which we have more directcontact with companies in order to increase the channek
through which we originate payroll loans. We intend to focus on cross-selling and same-time origination by
encouraging customers to open payrollaccounts whenthey requesta loan and vice-versa. We intend to leverage our
central customer repository (“CCR”) database to better target our potential payroll loan customer base. Finally, we
intend to continue to determine fees and pricing for our payroll loans based on thorough risk assessment modek in
orderto maximize profitability.

ExpandOur Credit Card Business

We have enhanced our fees and risk-based pricing strategy, improved our underwriting standards, implemented
cross-selling initiatives in response to market demand and developed new sales channels to increase credit card
issuance. We believe we have an opportunity to increase our market share in this segment through further product
penetrationof ourexisting banking customers.

We issue personal credit cards (associated with both MasterCard and Visa) and offer the following products to
our customers depending on their needs: Banorte Basica; Banorte Facil; Banorte Clasica; Banorte Oro; Tarjeta de
Crédito Mujer Banorte; Banorte Pachuca; Banorte Platinum; Banorte Infinite; Banorte Empresarial; Tarjeta40; Ixe
Clasica; Ixe Oro; Ixe Platino; Ixe Infinite and Banorte Por Ti. We also have two credit cards which are co-branded
with United Airlines, the Platinumand Universe — Infinite. In addition, we offer various rewards programs for our
credit card holders.

Our market share in the Mexican credit card segment was 10.3% as of September 30, 2021, according to the
CNBV. As ofthat date, we had approximately 1.7 million credit cards outstanding, with a non-performing loan ratio
of 3.85%. We believe we can increase our credit card market share in the medium-term while maintaining prudent
underwriting practices and monitoring our credit quality ratio through more active marketing and promotions to
current customers. We believe we could increase our market share in the credit card segment to a level consistent
with our market share in other products such as performing loans and deposits.

ExpandOur Car Loan Business
We are expanding our car loan business to customers with lower credit risk by increasing our presence at car

dealerships and expanding our business partnerships with automobile manufacturers anddistributors in Mexico. As
of September 30, 2021, our market share on pre-approved car loans was 19.2% according to the CNBV, excluding
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financings by automobile manufacturers against whomwe compete in this business. We also believe that, giventhe
expected contraction in GDP in Mexico, the automobile sector, and consequently the automobile loan business will
not experience growth in the coming years.

Increase Our Mortgage Originations

We offer long-term mortgage financing for individuals and families acquiring houses or apartments. Such
financingsare generally secured by the purchased property andare denominated in Pesos with fixed interest rates for
the entire life of the mortgage. Thetermofa mortgage ranges fromone to 20 years for financing of up to 90% of loan-
to-value. We offer financings exclusively for residential mortgages. Other products we offer include home equity;
home improvement; construction; land acquisition; and construction and land acquisition. For the nine-month period
ended September 30, 2021, we originated 15,782 mortgages, and the aggregate outstanding balance due from our
mortgage loan portfolio at the end of such period was Ps.199,872 million. For the yearended December 31, 2020, we
originated 19,224 mortgages, andthe aggregate outstanding balance due fromour mortgage loan portfolio at the end
of such yearwas Ps.189,395 million, compared to Ps.172,059 million for the yearended December 31, 2019.

The current average of the initial amounts of our mortgage loans is Ps.2.25 million. We also have the lowest
delinquency rate in the mortgage loan portfolio in the industry with 1.07% as of September 30, 2021. We plan to
continue to attract customers fromthese segments by providing high-quality service and quick approval response
times, offering financings for purchases, refinancing andreal estate improvements.

Strengthen Our Relationships with Government Entities and Their Employees

We intendto strengthen our relationship with Mexican federal, state and municipal governmental entities, which,
as of September 30, 2021, together comprised 19.6% of ourtotal loan portfolio. We see an opportunity to cross-sell
other products and services to government employees, whose low levels of staff turnover minimize the risk of non-
payment. This opportunity to cross-sell has been enhanced by the merger with Banco Interacciones, whose government
lending business has complemented our successful federal government banking operation. The suite of products and
services we offer to government entities includes checking and payroll deposit accounts for employees, cash
management services, payment of money orders, trust services, financings, investments and tax bill collection
services, which are available through all of our branches as well as through our websites and ATMs. In addition, we
believe that developing our relationships with governmententities will provide us with access to a broader custorrer
base to whom we can market our retail products and services, such as credit cards, payroll loans and mortgage
products. We believe that this sector provides us with cross-selling and attractive return on equity opportunities.

Emphasize Multi-Channel Distribution Capabilities

Our customer-oriented business model emphasizes a multi-channel banking strategy aimed at more effectively
reaching our target customer segments. We seek to implement this strategy by understanding the channels used by
ourdiverse customer base and by leveraging each channel effectively to generate cost efficiencies. Forexample, for
ourbroader customer base, we expect to leverage internet and mobile banking as wellas our correspondent banking
through different initiatives. The use of the internet to research and apply for personal loans, car loans, mortgage
loans and credit cards is commonplace today. Ouremphasis onmulti-channel distribution is aligned with our paperess
initiative, which was fully implemented by the end 0f 2019. As a result of COVID-19, the number of mobile banking
transactions has increased.

For instance, Banorte Go is an add-on to Banorte Movil, our mobile banking platform. Banorte Go allows our
customers to check theiraccount balances, transfer funds and make payments among users of Banorte Mévil through
social media mobile applications orany mobile application wherean alphanumeric keyboard is used without the need
to login to the Banorte Movil mobile application. This allows users to enjoy the benefits of our mobile banking
capabilities withouthaving toexit their favorite mobile application.

We intend to continue to develop new specialized sales forces and telemarketing efforts, and to use “Banorte
Visita” in order to increase the channels through which we originate payroll loans. In addition, we have steadily
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increased the number of our ATMs, which has resulted in a 14.3% market share as of August 31,2021, accordingto
the CNBV.

Enhance Our Customer-Oriented Business Model

We seek to strengthen our customer-oriented organizational model, focusing on customer segments instead of
product segments, optimizing and consolidating processes per business instead of per product and investing in
information technology (“IT”) infrastructure. We intend to stay connected with our customers and devote resources
to learning more about their needs and expectations through banking relationships. Our strategic agreement with IBM
is aimed at helping us increase our knowledge of our customers by creating a CCR database that consolidates all
available customer information, enabling us to gain deeper insight into ways to build more loyal and profitable
customer relationships. Our strategic agreementwith IBM has redesigned business processes and applications around
customersegments instead of around products and developed IT infrastructure to support these new processes.

We intend to improve our customers’ experience through the implementation of internal working groups known
as “Cells”. This method of organization allows us to streamline connectivity between individuals within our intemal
structure and focus on theneeds of our clients.

We believe this IT platform, which will allow us to manage large transaction volumes, will further improve the
quality ofservice and segmentation as well as cross-selling, which will drive revenue increases, higher loyalty, cost
efficiencies and increased profitability.

In June 2021, we also entered into a multi-annual strategic agreement with Google Cloud that we believe will
accelerate the digital transformation of our business. The key initiatives that we expect to implement through this
strategic partnership include the following:

e Modernization of Banorte’s IT environment, leveraging Google’s cloud technology to improve
applications, infrastructure, and databases, thus gradually driving towards costefficiency with the well-
known flexibility and scalability offered by Google’s operation.

e Cybersecurity centered onthreat detection.

e Intensive use of data analysis together with Artificial Intelligence, which we expect will enable hyper-
personalized experiences, as it will deepen ourunderstanding of our customers’ needs.

e Open Banking app development and new digital services.

e Knowledge sharing and strengthening of innovative culture. We expect that collaboration between
Banorte and Google will offer continued learningand development opportunities to our employees and
GFNorte’s employees, and will promote innovative solutions aimed at creating the best customer
experience.

Expand Our Digital Presence and Promote Financial Inclusion and Bancarization

We are committed to continuing our digital transformation and have paved the way for the digitalization and
personalization of our productofferings in recentyears. During 2021, we entered intoa strategic alliance with Google
Cloud as a streamlining tool, which we believe will benefit our clients with a personalized design featuring the next
generation of products and services, accelerating the offering of highly -customized banking solutions. We believe that
data-drivenservices, leveraged by social networks and a broad-range of technology offerings will allow us to create
and maintain long-lasting relationships through a value-added proposition focused on our clients’ specific needs and
priorities.

We aimto consolidate our positionas a digital player in the financial services industry with a fully digital offering,

which we believe is fundamental to the bancarization process in Mexico. Forinstance, in our efforts to provide access
to individuals in underserved markets and promote financial inclusion across Mexico, we partnered with CLIP in
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2019, a leading digital payments and commerce platformin Mexico, to allow SMEs to access banking products.
Throughthis partnership we aim to bring significant paymentinnovations to the Mexican market, while offering our
clients friendlier, customized and cutting-edge products.

Alignmentwith Environmental, Social, Governance (ESG) Principles

Banorte has aseries of principles, procedures, policies and standards that establish guidelines to be followed in
regards to ESG matters. In addition, beginning in 2019, the Sustainability Committee has met semiannually. The
committee is made up of twelve C-suite executives and a representative of our internal audit department. Its functions
include the developmentof GFNorte’s sustainability strategy and action plan, as well as consistentmonitoring of ESG
performance.

Banorte’s sustainability strategy is based on a model that incorporates Environmental, Social and Corporate
Governance pillars, and a central pillar called Sustainable Finance, which aims to synergize ESG principles with the
overallbusiness strategy. Each one contemplates a range of topics that are prioritized according to a materiality matrix
which is upgraded every two years. Topics include:

e Environmental: Environmental Awareness, Operational Efficiency and Climate Change.

e Social: Human Rights, Diversity and Inclusion, Gender Equality, Education and Financial Inclusion,
Corporate Citizenship and Human Capital.

e Covernance: Corporate Governance, Stakeholders, Ethics and Accountability, Risk Managenent,
Information Security Technology and Innovation.

e Sustainable Finance: Socio-Environmental Risk Management in Lending Portfolios, Responsible
Investment, Sustainable Insurance and Sustainable Financial Products.

The Bank is also aligned with different national and international initiatives that together form a framework
representing the bestglobal sustainability practices. Some of the key initiatives in the financial sector towhich Banorte
is asignatory include the Equator Principles (2012), the Principles for Responsible Investment (2017), the Principles
of Responsible Banking (2019), and the Net-Zero Banking Alliance (commitment to decarbonize our loan portfolio
by 2050), in which it is also a member of the Steering Group. Moreover, Banorte was the Co-Chair of the infornal
working group of the Taskforce on Nature-related Financial Disclosures (TNFD) in 2021.

Increase Wallet-Share Penetration with Corporate and SME Customers

We have developedarole as a “relationship banker” for our corporate and SME customers by offering a variety
of transactional banking and investmentbanking products through our network of regional service centers dedicated
to these customers. Our transactional banking team intends to offer liability management solutions in the foreign
exchange markets as well as cash management services to support our customers’ international operations. Our
investment bankingteamintends to offera fullrange of services in advisory and capital markets transactions.
Continue to Increase Our Profitability

We intend to continue increasing profitability based onthe following initiatives:

Improve the Profitability of Our Branches and Optimize Cost Efficiencies

We seekto improve the profitability of our branches by:

e increasingloan origination, particularly in the areas of consumer loans, mortgage loans and credit cards;

o diversifying deposit base by increasing the volume of core deposits in order to achieve a lower cost of
funding, based onourwide network of branches;
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e increasingnon-interestincome through the offering of services and using cross-selling efforts;

e implementing continuous costreduction initiatives, such as streamlining our senior managementstructure as
well as headcount reduction; and

e channeling less value-added transactions to online and mobile services.

We will continue to review the profitability of our branch network in order to determine its optimal size and
identify non-profitable units.

A central strategy to improving our cost efficiencies is to lower our IT and operational costs as a result of our
customer-oriented business model. Anothersource of efficiency is to reduce personnel and administrative costs, as a
result of rationalization efforts that are continuously implemented. For the nine-month period ended September 30,
2021, ourefficiency ratio was 47.1%, as compared to 43.5% for the corresponding period in 2020 and 45.0% for the
yearended December 31, 2020.

Promote Synergies Withinthe GFNorte Group

We intend to increase our market share and profitability by increasing cross-selling of services and products
among our customers and customers of GFNorte’s other subsidiaries. Wehave introduced processes that facilitate our
ability to offer additional financial services to our customers and those of GFNorte’s other subsidiaries, with an
emphasis onserviceand innovation. We cross-sell consumer loan products, credit cards and mortgages to our checking
and savings account customers and to GFNorte’s insurance and pension fund customers. We also plan to continue
improving synergies and efficiencies within GFNorte’s other subsidiaries.

Increase Our Non-Interest Income
Our non-interest income is comprised primarily of commissions and fees, income from trading and foreign
exchange activities, income fromadvisory activities, income fromtrust activities and income from recovery bank

activities. Increasing fee income is a central component of our business strategy. Subject to applicable law and to
prevailing market conditions, we seek to increase our fee income by:

o continuously reviewing the fees associated with our products and services in order to find new opportunities
or to adjustto market conditions and practices;

e increasingourcross-selling efforts within the GFNorte group;
e promoting theuseoftechnological and electronic paymentmethods, as wellas mobile and internetbanking;
e establishing new relationships with businesses generating high volume point-of-sale transactions; and

e optimizing customer profitability by increasing fees and reducing transactional costs to low-value custoners
and increasing cross-selling within theaffluentcustomer base.

Increase Our Efficiency

We expect that our strategic mergers contribute to streamline our corporate government and management
processes. The statutory merger between Solida Administradora de Portafolios, S.A. de C.V., SOFOM, E.R., Grupo
Financiero Banorte, as merging and subsisting entity and Arrendadora y Factor Banorte, S.A. de C.V., as merged
entity became effectiveon July 1, 2020. The merging entity changed its name to thatof the merged entity. We expect
this newstructure to improve expense management, costs of funding and use of capital, as well as to reduce regulatory
and internal control burdens.

15




Principal Offices

Ourregistered office is located at Avenida Revolucion 3000, Colonia Primavera, Monterrey, Nuevo Ledn, Méxco
64830, and the telephone number at this office is +52 (81) 83-19-65-00. Our corporate headquarters are located at
Prolongacion Paseo de la Reforma 1230, Colonia Cruz Manca, Santa Fe, Alcaldia Cuajimalpa, 05349, Mexico City,
Mexico.
Our Ownership Structure

The following chart presents our ownership structure, indicating our principal shareholder, affiliates and our
principal subsidiaries as of the date of this offeringmemorandum.

Other Subsidiaries 4)

98.26% 2) .
- :r BANORTE 100% Baneorte Financial

Services 3)

99.99%
° Casa de Bolsa Banorte

S.A.deC.V.
@I» crUFO FINANCIERD 1)
4P BANORTE—
| 99.99% 4 d d 100%

Operadora de Fondos B
Fondos de Inversion

Banorte S.A. de C.V. los de ersior

Eiadall Pcnsiones Banorte S.A.

deC.V.

99.99%

Banorte Ahorro y
Previsién S.A. de C.V.

Seguros Banorte S.A. de Banorte Futuro S.A. de Afore XXI Banorte S.A.

99.99% 50.00%

C.V. 8.22% cv de C.V.

99.90% .
9 Arrendadora y Factor

Banorte S.A. de C.V.

@ Grupo Financiero Banorte, SA.B. de C.V.

@ The Noteswill be issued by Banco Mercantil del Norte, S.A., Institucién de Banca Mdltiple, Grupo Financiero Banorte, acting
through its Cayman Islands Branch.

(®)  subsidiaries of Banorte Financial Services include UniTeller Financial Services (which includes UniTeller México, SA. de
C.V., UniTeller Filipino Inc., UniTeller Card Services Inc., UniTeller Canada ULC and Servicio UniTeller, Inc.) and INB
Financial Corporation.

() «Other Subsidiaries” includes Almacenadora Banorte, SA. de C.V., Ixe Servicios, SA. de C.V. and Fundacién Banorte,
A.B.P.

Recent Dewelopments
Liquidity Requirements for Mexican banks

On August 23, 2021, the General Guidelines on Liquidity Requirements for Banking Institutions issued jointly
by the CNBV and Mexico’s Central Bank, were published in the Official Federal Gazette (the “Guidelines™).

The Guidelines were issued in accordance with the guidelines established by the Committee on Banking Liquidity
Regulation forthe implementation of the liquidity coverageratio andthe net stable funding ratio (the “New Liguidity
Ratios™) and intend to be consistent with the standards issued by the Basel Committee on Banking Supervision in
terms of liquidity requirements, as long as the Mexican legal framework permits it. This action reinforces the previous
guidelines adopted by the Committee on Banking Liquidity Regulation from2015 when the liquidity coverage ratio
was incorporated.

Pursuant to the Guidelines, Mexican banks shall submit to Banco de México the results of the calculation of the

New Liquidity Ratios, as well as the information necessary for their verification, in the formdetermined by Banco de
México through the Financial System Information Directorate and by means of computer systems or by any other
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means, including electronic means indicated for this purpose by Banco de México, forwhich purpose it may prepare
forms and operating aids.

Banco de México will verify the calculations of the New Liquidity Ratios and will communicate the
corresponding results to the CNBV. However, the CNBV may request Banco de México, at any time, to verify the
calculation ofthe New Liquidity Ratios, based on the informationthat the CNBV has obtained in the exercise of its
inspection and oversight powers. Mexican banks shall be required to maintain all documentary evidence of the
information considered for the calculation of the New Liquidity Ratios, which must be made available to Banco de
México or the CNBYV, upon request.

New Buffer Requirement: Total Loss-Absorbing Capacity (TLAC) for Mexican banks

On June 18,2021, an amendment to the Mexican banking regulation was published in the Federal Official Gazette,
which sets forth that D-SIBs shall maintain an additional Net Capital Supplement that must be in addition to the
minimum required Total Net Capital ratio and Capital Conservation Buffer.

The referred new Net Capital Supplement will correspond to the maximum between (i) 6.5% of the total risk
weighted assets, and (ii) 3.75% of the adjusted assets, calculated according to the leverage ratio. The Net Capital
Supplement will have a deferred and progressive implementation overa period of four years considering 25% of the
total supplement per year, starting on December 2022 and ending with 100% of the total supplement by December
2025.
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THE OFFERING

The followingisa briefsummary of certain terms ofthis offering. For a more complete description ofthe terms
of the Notes ofeach series, see “Description ofthe NC5 Notes” and “Description of the NC10 Notes ” in this offering
memorandum.

ISSUBT ..ottt Banco Mercantil del Norte, S.A., Institucién de Banca
Multiple, Grupo Financiero Banorte, acting through its
Cayman Islands Branch.

NOTES. ...ttt NC5 Notes: 5.875% Perpetual 5-Year Callable
Subordinated Non-Preferred Non-Cumulative Tier 1
Capital Notes; and

NC10 Notes: 6.625% Perpetual 10-Year Callable
Subordinated Non-Preferred Non-Cumulative Tier 1
Capital Notes.

Principal AMOUNL...........ocooeerniinnrrneeesreeeeieene NC5 Notes: U.S.$500,000,000; and
NC10 Notes: U.S.$550,000,000.

INEEIEST ... NC5 Notes: Interest on the NC5 Notes will be due and
payable at the Bank’s sole discretion and the Bank shall
have sole and absolute discretion at all times and for any
reason tocancel any interestpayment(in whole or in par)
that would otherwise be payable on any Interest Payment
Date. See “—Interest Payments Discretionary and Non-
Cumulative” below. Subject to a prior redemption and/or
one or more Write-Downs (as defined below), the NC5
Notes will bear interest on the then Current Principal
Amount (as defined below) fromtime to time outstanding
from and including the Issue Date, to (but excluding) the
NC5 First Call Date, at an initial fixed rate per annum
equalto 5.875%. Interest, to the extentpaid, shall be paid
from amounts maintained in the Bank’s net retaned
earnings (utilidades netas acumuladas) account.

Subject to a prior redemption and/or one or more
Write-Downs, the NC5 Notes will bear interest onthe then
Current Principal Amount fromtime to time outstanding
from and including each NC5 Reset Date, including the
NC5 First Call Date, to (but excluding) the next
succeeding NC5 Reset Date, at a fixed rate per annum
equal to the sumof (a) the Treasury Yield (as defined in

“Description of the NC5 Notes —Interest”) and (b) 464.3
basis points (rounded to two decimal places, with any
value equalto or lesserthan 0.005 being rounded down).

NC10 Notes: Interest on the NC10 Notes will be due and
payable at the Bank’s sole discretion and the Bank shall
have sole and absolute discretion at all times and for any
reason tocancel any interestpayment (in whole or in part)
that would otherwise be payable on any Interest Payment
Date. See “—Interest Payments Discretionary and Non-
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ISSUE PriICE ..ot

Issue Date

First Call Date.........coocovvveeiveeseeeeeeeeee e

Reset Date

Cumulative” below. Subject to a prior redemption and/or
one or more Write-Downs (as defined below), the NC10
Notes will bear interest on the then Current Principal
Amount (as defined below) fromtime to time outstanding
from and including the Issue Date, to (but excluding) the
NC10 First Call Date, at an initial fixed rate per annum
equalto 6.625%. Interest, to the extentpaid, shall be paid
from amounts maintained in the Bank’s net retained
earnings (utilidades netas acumuladas) account.

Subject to a prior redemption and/or one or more
Write-Downs, the NC10 Notes will bear intereston the
then Current Principal Amount from time to time
outstanding from and including each NC10 Reset Date,
including the NC10 First Call Date, to (but excluding) the
next succeeding NC10 Reset Date, at a fixed rate per
annum equal to the sum of (a)the Treasury Yield (as
defined in “Description of the NC10 Notes —Interest”)
and (b) 503.4 basis points (roundedto two decimal places,
with any value equalto or lesser than 0.005 being rounded
down).

Upon the occurrence of a Write-Down, any holder of the
Notes of each series will be deemed to have irrevocably
waived its right to claim or receive the Written Down
Principal (as defined below) of such series of Notes or any
interest with respect thereto (or Additional Amounts (as
defined below)), includinganyandall unpaid interest.

NC5 Notes: 100% of the principal amount, plus accrued
and unpaid and not canceled interest, if any, from and
including November 24, 2021; and

NC10 Notes: 100% of the principal amount, plus accrued
and unpaid and not canceled interest, if any, from and
including November 24, 2021.

November 24, 2021.

NC5 Notes:January 24, 2027; and

NC10 Notes:January 24, 2032.

NC5 Notes: The NC5 First Call Date and every fifth
anniversary thereafter; and

NC10 Notes: The NC10 First Call Date and every tenth
anniversary thereafter.
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Reset Determination Date............ccccevevecerireiercrennn, NC5 Notes: With respect to any NC5 Reset Date, the
second Business Day immediately preceding such NC5
Reset Date; and

NC10 Notes: With respect to any NC10 Reset Date, the
second Business Day immediately preceding such NC10

Reset Date.
Interest Payments Discretionary andNon- Interestonthe Notes of eachseries will be due and payable
CUMUIALIVE ... atthe Bank’s sole discretion andthe Bankshall havesole

and absolute discretion at all times and for any reason to
cancel any interest payment (in whole or in part) that
would otherwisebe payable on any Interest Payment Date.
Subject to the limitations set forth under “—Other
Restrictions on Certain Payments” below, the Bank may
use the funds corresponding to such canceled payments to
meet the Bank’s other obligations as they becorre due or
to be maintained by it to satisfy capitalization
requirements under the Mexican Capitalization
Requirements or forany other reason.

If the Bank elects not to make an interest payment on the
relevant Interest Payment Date, or if the Bank elects to
make a payment of a portion, but notall, of such interest
payment, such non-payment shall evidence its exercise of
discretion to cancel such interest payment, or the portion
of such interest payment not paid, and accordingly such
interest payment, or portion thereof, shall be canceled and
shallnot be orbecome due and payable. For the avoidance
of doubt, if the Bank provides notice to cancel a portion,
butnotall, ofan interest payment in respect of a series of
Notes, and the Bank subsequently does not make a
payment of theremaining portion of such interest payment
on the relevant Interest Payment Date, such non-paynment
will evidencethe Bank’s exercise of its discretion to cancel
such remaining portion of such interest payment, and
accordingly such remaining portion of the interest
payment will also not be dueand payable.

Such canceled interestshallnot accumulate or be due and
payable at any time thereafter and the holders and the
beneficial owners of the Notes of each series shall not have
any right to or claimagainstthe Bank with respectto such
unpaid interest amount. Any such cancellation of any
interest payment shall not constitute a default or an
Enforcement Event (as defined below) under the ternms of
the Notes of each series or the respective indentures and
the holders and beneficial owners of such series of Notes
shall have no rights thereto or to receive any additional
interest oramounts, penalty or compensation as a result of
such cancellation.
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Mandatory Cancellation of Interest Payments. ....... Interestdueon the Notes of eachseries fromthe Bank will
be automatically canceled if (A) the Bank is classified as
Class Il or below pursuant to Articles 121 and 122 of the
Mexican Banking Law and the regulations thereunder,
which specify capitalization requirements, or (B) as a
result of the applicable payment of interest, the Bank
would be classified as Class Il or below (an “Interest
Cancellation Event”). Currently, the minimum Capital
Ratios to be classified as Class | (and as a result, not Class
Il or below), including the Capital Conservation Buffer,
are (i) 10.5% in respect of Total Net Capital, (ii) 8.5% in
the case of Tier 1 Capital and (iii) 7.0% in the case of
Fundamental Capital, plus in each case, any other
applicable Capital Supplement (currently, a Systemically
Important Bank Capital Supplement for grade 11 D-SIBs
of 0.90% and any other Countercyclical Capital
Supplement applicable to the Bank).

Restrictions on Certain Payments.........ccccocoeernenee. With respect to each series of Notes, unless the mostrecent
payable interest and any Additional Amounts payable in
connection therewith on such series of Notes have been
paid, the Bankshallnot:

(1) declare or pay any dividends or distributions on,
or redeem, purchase, acquire, or make a
liquidation payment with respect to, any of its
capitalstock; or

(2) make any payment of premium, principal or
interest on or repay, repurchase or redeem any
other Subordinated Non-Preferred Indebtedness
of the Bank.

CurrentPrincipal AMount .........cccocovovvvnireneeninenns In respect of each Note of any series, at any time, the
outstanding principal amount of such Note, being the
Original Principal Amount (as defined below) of such
Note, as such amount may be reduced, on one or more
occasions, as aresult ofa Write-Down or a redemption of
the relevant series of Notes as permitted under the
respective indentures, as the case may be.

Original Principal AMOoUNt..........ccocovvniennnrerenenns In respect of each Note of any series, the amount of the
denomination of such Note onthe Issue Date.

INOENEUIES ...ttt NC5 Notes: The NC5 Notes will be issued under an
indenture, dated as of November 24, 2021 among us and
the Trustee therefor, and executed by an officer of the
CNBV; and

NC10 Notes: The NC10 Notes will be issued under an
indenture, dated as of November 24, 2021 among us and
the Trustee therefor, and executed by an officer of the
CNBV.
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Unsecured; Not Guaranteed ...........cocevevevevecireenenns The Notes of each series will be unsecured and not
guaranteed, or otherwise eligible for reimbursement, by
the IPABorany other Mexican governmental agency, any
United States governmentalagency, GFNorte or by any of
its subsidiaries (other than the Bank), and neither series of
Notes are convertible, by theirterms, into any of our debt
securities, shares or any of our equity capital or any debt
securities, shares or equity capital of any of our
subsidiaries or affiliates.

Trigger EVENL. ... A Trigger Event will be deemed to have occurredif:
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the CNBV publishes a determination, in its
official publication of capitalization levels for
Mexican banks, that the Bank’s Fundamental
Capital Ratio, as calculated pursuant to the
applicable Mexican Capitalization Requirements,
is equalto orbelow5.125%; or

both (A) the CNBV notifies the Bank that it has
made a determination, pursuantto Article 29 Bis
of the Mexican Banking Law, that a cause for
revocation of the Bank’s license has occured
resulting from (x) the Bank’s assets being
insufficient to satisfy its liabilities, (y) the
Bank’s non-compliance  with corrective
measures imposed by the CNBV pursuantto the
Mexican Banking Law, or (z) the Bank’s non-
compliance with the capitalization requirements
set forth in the Mexcan Capitalization
Requirements and (B) the Bank has not cured
such cause for revocation, by (a) complying with
such corrective measures, or (b)(1) submitting a
capital restoration plan to, and receiving
approval of such plan by, the CNBV, (2) not
being classified in Class Ill, IV or V and
(3) transferring at least 75% of its shares to an
irrevocable trust, or (c) remedying any capital
deficiency, in each case, on or before the third
(in the case of (A)(X)) orthe seventh (in the case
of (A)(y) and (A)(2)) business day in Mexico, as
applicable, following the date on which the
CNBYV notifies the Bank of such determination.




WIFE-DOWN ..o If a Trigger Event occurs, the following write-downs
(each, a “Write-Down”) shall be deemed to have occuned
on the Write-Down Date (as defined below), automatically
and without any additional action by the Bank, the
applicable Trustee orthe holders of any series of Notes: (i)
the then CurrentPrincipal Amountof each series of Notes
will automatically be reduced by one or more Write-
Downs by each applicable Write-Down Amount and any
such Write-Down shall not constitute a default or an
Enforcement Event; and (ii) any holder of any series of
Notes will automatically be deemed to have irrevocably
waived its right to claim or receive, and will not have any
rights against the Bank or the applicable Trustee with
respect to, repayment of, the Written Down Principal of
each series of Notes orany interestwith respectthereto (or
Additional Amounts payable in connection therewith),
including any and all unpaid interest with respect to such
Written Down Principal as of the Write-Down Date,
irrespective of whether such amounts have becone due
and payable prior to the date on which the Trigger Event
shallhave occurred.

“Write-Down Amount” means an (i) amount of the then
Current Principal Amount of the Notes of each series that
would be sufficient, together with any concurrent pro rata
write down or conversion of any other Subordinated Non-
Preferred Indebtedness issued by the Bank and then
outstanding, to returnthe Fundamental Capital ratio of the
Bank to the level of the then-applicable Fundamental
Capital ratio required by the CNBV in accordance with
Section 1V, ¢), 1 iii) of Annex1-R of the General Rules
Applicable to Mexican Banks orany successor regulation,
which as of the date of this offering memorandum s 7%
(which includes the Capital Conservation Buffer) plus the
amount required to restore any Countercyclical Capital
Supplement and any Systemically Important Bank Capital
Supplement to the minimum amounts required under the
Mexican Capitalization Requirements on such Write-
Down Date, or (ii) if any Write-Down of the Current
Principal Amount, together with any concurrent pro rata
write down or conversion of any Subordinated Non-
Preferred Indebtedness, would be insufficientto retum the
Fundamental Capital ratio of the Bank to the
aforementioned amount, then the amount necessary to
reduce the Current Principal Amount of each outstanding
Note to zero.

“Write-Down Date” means the date on which a Write-
Down will be deemed to take effect, which shall be the next
Business Day succeeding the date of the Trigger Event.

As required under the Mexican Capitalization
Requirements and in accordance to the CNBV request, a
full Write-Down (whereby the principal amount of the
Notes has been written down to zero) shall be completed
before any public funds are contributed or any public
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Subordination.....................

Redemption.........c.cccouveeenen.

Optional Redemption........

Special Event Redemption

assistance is provided to the Bank in the terms of Article
148, Section Il, Subsections (A) and (B) of the Mexican
Banking Law, including, among others, in the form of
(i) subscription of shares, (ii) receiving of loans
(iii) payment of liabilities of the Bank, (iv) granting of
collateraland (v) the transfer ofassets and liabilities.

The Notes of each series constitute Subordinated Non-
Preferred Indebtedness and will rank (i) subordinate and
junior in right of payment and in liquidation to all of the
Bank’s present and future Senior Indebtedness and
Subordinated Preferred Indebtedness (ii) pari passu
without preference among themselves and with all other
presentor future unsecured Subordinated Non-Preferred
Indebtedness of the Bankand (iii) senior only to all classes
of the Bank’s present and future equity or capital stock.

The Bank may not redeem the Notes of any series, in
whole or in part, other than as described below under
“Optional Redemption,” “Withholding Tax Redemption”
and “Special EventRedemption.”

NC5 Notes: The Bank has the option, but no obligation,
under the respective indenture to redeemthe NC5 Notes
on the NC5 First Call Date and on any Interest Payment
Date thereafter, in whole (up to the then Current Principal
Amount) or in part, at par plus accrued and unpaid (and
not canceled) interest due on, or with respect to, the NC5
Notes, plus Additional Amounts, if any, up to (but
excluding) the date of redemption; and

NC10 Notes: The Bank has the option, but no obligation,
underthe respective indenture to redeemthe NC10 Notes
on the NC10 First Call Date and on any Interest Payment
Date thereafter, in whole (up to the then Current Principal
Amount) or in part, at par plus accrued and unpaid (and
not canceled) interest due on, or with respectto, the NC10
Notes, plus Additional Amounts, if any, up to (but
excluding) the date of redemption.

The Bank has the option, but no obligation, under each
indenture to redeem each series of Notes at any time, in
whole (up to the then Current Principal Amount) but not
in part, at par plus accrued and unpaid (and not canceled)
interest due on, or with respect to, such series of Notes,
plus Additional Amounts, if any, up to but excluding the
date of redemption, upon the occurrence of a Special Event
affecting such series of Notes. A “Special Event” is the
occurrence of certain changes in the treatment of each
series of Notes under the Mexican Capitalization
Requirements or tax deductibility of interest payments
underthe Notes of each series.
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Withholding Tax Redemption .........cccccooveeeniicnnnnn, The Bank has the option, but no obligation, under each
indenture to redeem each series of Notes at any time, in
whole (up to the then Current Principal Amount) but not
in part, at par plus accrued and unpaid (and not canceled)
interest due on, or with respect to, such series of Notes,
plus Additional Amounts, ifany, up to, but excluding, the
date of redemption, upon the occurrence ofa Withholding

Tax Event affecting suchseries of Notes. A “Withholding
Tax Event” is defined in each indenture to mean (i) the
receipt by the Bank and the delivery to the applicable
Trustee of an opinion of anationally recognized law firm
experienced in such matters to the effect that certain
changes in applicable law affecting the payment of
Additional Amounts under the respective series of Notes
have occurred and (ii) the delivery to the applicable
Trustee of an officer’s certificate stating that the
requirement to pay such Additional Amounts cannot be
avoided by taking reasonable measures available to the
Bank.

Enforcement Events and Remedies.............cccevnn. There are no events of default under the Notes of any
series. Inaddition, undertheterms of eachindenture, any
Write-Down or cancellation of interest will not constitute
an Enforcement Event.

Each of the following events is an “Enforcement Event”:

(1) certain events involving the insolvency
(resolucion) or liquidation (liquidacién) of the
Bank;

(2) a Principal Non-Payment Event (as defined
below); or

(3) breach of a Performance Obligation (as defined
below).

() If a insolvency (resolucion) or liquidation
(liquidacion) of the Bank occurs, the Current Principal
Amount ofthe Notes ofeach series, without any accrued
and unpaid interest to the date of such occurrence, shall
become immediately due and payable and neither the
applicable Trusteenorthe holders of suchseries of Notes
are required to declare such amount tobe due and payable.
In that event, holders of such series of Notes may not be
able to collect the full amount payable under the
respective series of Notes and laws applicable to an
insolvency (resolucion) or liquidation (liquidacion) may
affect the timing or amount paid to holders of suchseries
of Notes.
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Use of Proceeds

(2) In the event of any redemption of the Notes of any
series, ifthe Bank does notmake paymentof principal in
respect of the Notes of such series for a period of
fourteen (14) calendar days or more after the date on
which such payment is due (a “Principal Non-Payment
Event”), then the applicable Trustee, on behalf of the
holders and beneficial owners of the Notes of such series,
may, at its discretion, orshallat the direction of holders
of 25% or more of the aggregate principal amount of
outstanding Notes of such series, subject to any
applicable laws, institute proceedings for the Bank’s
declaration of insolvency (resolucion) or liquidation
(liquidacion).

In such event, whether or not instituted by the applicable
Trustee, such Trustee may prove the claims of the
holders and beneficial owners of the Notes of such series
and the Trustee.

(3) In the event of a breach of any term, obligation or
condition binding on the Bank under the Notes of any
series or the respective indenture (other than any of the
Bank’s payment obligations under or arising from the
Notes of each series or the respective indenture,
including paymentofany principal or interest, including
any damages awarded for breach of any obligation) (such
obligation, a “Performance Obligation™), the applicable
Trustee may without further notice institute such
proceedings against the Bank as it may deem fit to
enforce the Performance Obligation; provided that the
Bank shall not by virtue of the institution of any such
proceedings be obliged to pay any sumorsums, in cash
or otherwise (including any damages) earlier than the
same would otherwise have been payable under the
Notes of such series orthe respective indenture, ifany.

Other than the limited remedies specified above, no
remedy against the Bank shall be available to the
applicable Trustee (acting on behalf of the holders of the
Notes of any series) ortotheholders and beneficial owners
of the Notes ofany series.

The Notes of eachseries are perpetual securities in respect
of which there is nofixed redemption date or maturity date.
Holders and beneficial owners of each series of Notes may
not request redemption of the Notes of any series at any
time.

We expect to usethe net proceeds fromthe offering of the
Notes for general corporate purposes.
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Payment of Additional Amounts ...........cccccccevveeune.

Book-Entry Issuance, Settlement and Clearance....

All payments made by or on our behalf in respect of the
Notes of each series will be made free and clear of and
without withholding or deductionfor oron account of any
presentor futuretaxes, duties, levies, imposts, assessments
or governmental charges of whatever nature, imposed or
levied by or on behalf of Mexico, the Cayman Islands, or
any other jurisdiction through which payments are made
(each a “Relevant Jurisdiction”) or any authority or agency
therein or thereof having power to tax (collectively,
“Relevant Tax”), unless the withholding or deduction of
such Relevant Tax is required by law. In that event,
subject to certain exceptions and limitations as described
in “Description ofthe NC5 Notes—Paymentof Additional
Amounts” and “Description ofthe NC10 Notes—Payment
of Additional Amounts,” we will pay as further
distributions of interest and principal such additional
amounts (“Additional Amounts™) as may be necessary so
that the netamounts received by the holders or beneficial
owners of eachseries of Notes or theirnominees (theterm
“holders” only refers to registered holders) after such
withholding or deduction, will equal the amount which
would have been received in respect of the Notes in the
absence of such withholding or deduction, to the extent
describedin this offering memorandumin “Description of
the NC5 Notes—Payment of Additional Amounts” and
“Description of the NC10 Notes—Payment of Additional
Amounts.”

We will also pay any stamp, administrative, cout,
documentary, excise or similar taxes arising in a Relevant
Jurisdiction in connection with the issuance of the Notes
and will indemnify the holders forany such taxes paid by
the holders

The Notes of each series will be represented by one or nore
fully global notes registered in the name of a nominee of
DTC. Investors will hold beneficial interests in the Notes
through DTC and its direct and indirect participants,
including Euroclear and Clearstream, and DTC and its
direct and indirect participants will record your beneficial
intereston their books. Wewill not issue certificated notes
except as described in this offering memorandum
Settlement of the Notes will occur through DTC. For
information on DTC’s book-entry system, see “Form of
Notes, Clearingand Settlement.”

Applicationwillbe made to list the Notes of each series on
the Singapore Exchange Securities Trading Limited —
SGX-ST. No assurance canbe giventhat the Notes will be
approved for listing on the Singapore Exchange Securities
Trading Limited — SGX-ST.
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Gowerning Law................

Form and Denomination

Each of the indentures and the Notes will be govemed by,
and construed in accordance with, the law of the State of
New York. Whether a Trigger Event (leading to a Write-
Down) or an Interest Cancellation Event (leading to a
Cancellation of Interest) has occurred is based upon a
determination by the applicable Mexican regulator, as set
forth in this offering memorandum, in accordance with
Mexican law (as amended fromtime to time). Whether a
Withholding Tax Event or a Tax Event has occurred is
based upon a determination in accordance with Mexican
law (or other applicable law in the case of a Withholding
Tax Event involving a jurisdiction other than Mexico), as
amended fromtime to time, evidenced by an opinion of a
nationally recognized law firm and, if required, a
certification by the Bank. Whether a Capital Event (as
defined below) has occurredis determined by the Bank, as
set forth in this offering memorandum, in accordance with
Mexican law (as amended fromtime to time). The ranking
and subordination of the Notes, will be governed by, and
construed in accordance with, Mexican law (as amended
from time to time). Any proceedings in respect of the
Bank’s insolvency (resolucién) or liquidation
(liquidacion) will be conducted in accordance with the
Mexican Banking Law, and any merger or consolidation
shallbe subjectto applicable approvals under the Mexican
Banking Law and any other applicable Mexican laws, as
amended fromtime to time.

The Notes will be issued in minimum denominations of
U.S.$200,000 and integral multiples of U.S.$1,000 in
excess thereof and the Notes will initially be represented
by global notes.
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Transfer Restrictions...........ccocvevvveeeiesereeeseceeins The Notes have not been registered under the Securities
Act. As a result, the Notes are subject to limitations on
transferability and resale.

The Notes are not intended to be offered, sold or otherwise
made available and should not be offered, sold or
otherwise made available to retail clients in the EEA, as
defined in the rulesset out in MiFID Il. The Notesare ako
not intended to be offered, sold or otherwise made
available and should not be offered, sold or otherwise
made available to retail clients in the UK, as defined in
point (8) of Article 2 of Regulation (EU) No. 2017/565 as
it forms part of the domestic law in the UK by virtue of the

EUWA. See
Distribution.”

“Transfer Restrictions” and “Plan of

The Notes have not been and will not be registered with
the RNV and may not be offered or sold publicly in
Mexico. The Notes may be offeredto investors in Mexico,
on a private placement basis, if such investors qualify as
institutional investors (inversionistas institucionales) or
accredited investors (inversionistas calificados) pursuant
to the private placementexemption setforthin Article 8 of
the Mexican Securities Market Law.

Trustee and Paying Agent for NC5 Notes................ The Bankof New York Mellon.
Trustee and Paying Agent for NC10 Notes.............. The Bankof New York Mellon.
RiSK FACLOFS......ccviiviiciciecrcccesi s You should carefully consider all of the information in this

offering memorandum. See “Risk Factors” for a
description of the principal risks involved in making an
investment in the Notes of either or both series.
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SUMMARY CONSOLIDATED FINANCIAL AND OPERATING DATA

The summary consolidated financial and operating data presented in this sectionis derived fromouraccounting
records or from our Financial Statements and relates only to us and our consolidated subsidiaries. This information
should be read in conjunction with “Presentation of Financial and Other Information,” “Selected Consolidated
Financial Information,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
and our Financial Statements and the notes thereto included elsewhere in this offering memorandum.

Our Financial Statements have been prepared in accordance with Mexican Banking GAAP, which differs in
certain important respects fromU.S. GAAP. Fora summary of the differences between Mexican Banking GAAP and
U.S. GAAP, see “Annex A—Significant Differences Between Mexican Banking GAAP and U.S. GAAP.”

For the nine-month period

Summary Statement of Income Data: ended September 30, For the Year ended December 31,
2021 2021 2020 2020 2020 2019 2018
mi(lﬁjifﬁf)@ (Ps. millions) mi(lﬁ’ifﬁf)m (Ps. millions)
Interest iNCOME.........coeeivvviiiiiieeeeiiiinnn, 3,735 76,809 85,347 5,382 110,674 127,208 117,979
Interest expense (1,298) (26,685) (32,908) (2,008) (41,292) (58,621) (53,466)
Net interest inCOMe.........coovveeiiiiiiinnnnnn. 2,437 50,124 52,439 3,374 69,382 68,587 64,513
Allowance for loan 10SSes..............c....e. (409) (8,413) (15,911) (1,063) (21,864) (15,104) (15,635)
Net interest income after allowance for
10aN 10SSES ..o 2,028 41,711 36,528 2,311 47,518 53,483 48,878
Commission and fee income.................... 923 18,989 16,373 1,113 22,884 22,906 21,379
Commission and fee expense .................. (425) (8,749) (6,298) (446) (9,176) (8,516) (7,849)
Intermediation revenues.......... 148 3,035 3,483 205 4,217 4,560 3,799
Other operating income.......... 27 551 1,040 75 1,549 2,624 2,869
Non-interest eXpense. ........cooevevvvvvvnnnnnnn. (1,464) (30,111) (29,150) (1,944) (39,982) (38,095) (35,079)
(791) (16,285) (14,552) (997) (20,508) (16,521) (14,881)
Operating iNnCoMe .......vvveevviiiiiiieeeeeees 1,237 25,426 21,976 1,314 27,010 36,962 33,997
Equity in earnings of unconsolidated
subsidiaries and associated companies.. 15 306 75 5 104 128 161
Income before iNCOMe taX..........oeeevvvnn.. 1,252 25,732 22,051 1,319 27,114 37,090 34,158
Current iNCOME taX........coevvveieiiieeiieennn. (223) (4,584) (4,897) (331) (6,809) (8,021) (8,565)
Deferred income tax (expense) benefit....... (89) (1,828) (671) 4 79 (1,576) (759)
Discontinued operations. - - - - - - -
Net INCOME. oo 940 19,320 16,483 992 20,384 27,493 24,834

(1) Solely for the convenience of the reader, Peso amounts for the nine-month period ended September 30, 2021 and for the year ended December
31, 2020 have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate on September 30, 2021 ofPs.20.5623 per U.S.$1.00.
See “ Exchange Rates and Currency.”
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Balance Sheet Data:

Assets:

Cash and cash equivalents.....................
Margin SeCUrities........cccouvvereriieeninenns
Investment in securities

Trading SECUNtieS......cceevivveeiiirreiiinenn,
Securities available for sale...................
Securities held to maturity ..............c.....

Debtor balances under repurchase
and resale agreements.....................
Derivatives financial ingruments..........
For trading purposes..........ccocveevverinnenns
For hedging purposes.........ccccvveevivveeenns

Valuation adjustments for assets
hedging.....ccoovvveeeiiiiie e,

Performingloan portfolio
Commercial loans

BuSINeSS 10aNS .......c.c.evvveeeiiiiiiiieeeeeeeees
Financial ingitutions’ loans....................
Government loans..............ccooeevvveneeenn,
Consumer l0ans.........ccccoovievieeiciieene
Mortgage 10anS......ccvvvvivieiiiiie i
Total performing loan portfolio..........
Past-due loan portfolio

Commercial loans

Business 10ans..........cccceeeeveviiieeeeeeeniiis
Financial Ingituions loans.....................
Government loans.............cccoeeevvveneeennn.
Consumer 10ans.......cccovvveeeeieciviieeeeen,
Mortgage 10anS......ceveevvieeiiiiie e
Total past-due loan portfolio...............
Loan portfolio.......cccccovvvveiiiiiiiiiinenns
(Less) allowance for loan losses............
Loan portfolio, Net.........ccccovvieiiinnennns
Acquired collection rights.....................
Total loan portfolio, net..........ccccceeee.
Receivables generated by securitizations
Other accounts receivable, net...............
Foreclosed assets, net..............ceeeeeene.n.
Property, furniture and equipment, net...
Permanent sock invesments................
Long Term Assets Available for Sale ....
Deferred taxes, Net............ceeeeeeeeiennn.n.
Other assetsS.........ccoevvvvvieeeeeiiiirierieeeeen,

Total ASSETS.....uvvvveeeeiiiiiiiieeeeeececiie,

Liabilities:

Deposits

Demand deposits........coovvvveiiiiiieiiiiiiennns

Time deposits

General public

Money market

Global account of deposits without
MOVEMENES.....ooiivieiieiiie e

Senior debt issued..........ccocoeiiiiiiiiennnnn.

As of September 30, As of December 31,
2021 2021 2020 2020 2019 2018
(USs$ (Ps. (Uss -
millions) @ millions)  millions) ® (Ps. millions)

3,271 67,251 5,288 108,743 62,282 75,233
402 8,268 880 18,099 5,926 1,458
1,473 30,280 2,015 41,432 75,169 92,418
6,911 142,115 7,444 153,063 152,630 147,986
2,145 44,099 1,618 33,277 19,593 8,492
10,529 216,494 11,077 227,772 247,392 248,896
144 2,957 148 3,036 2,016 405
1,264 25,999 2,346 48,233 22,295 28,083
37 753 99 2,043 162 156
1,301 26,752 2,445 50,276 22,457 28,239
2 43 3 54 69 84
14,509 298,331 14,459 297,305 266,442 275,979
1,101 22,647 1,211 24,898 20,595 21,088
7,672 157,746 7,592 156,115 170,155 192,234
5,812 119,506 5,665 116,478 116,228 111,237
9,616 197,737 9,130 187,736 170,086 155,797
38,710 795,967 38,057 782,532 743,506 756,335
186 3,830 106 2,183 6,147 7,044
- - - - 4 -
7 154 2 33 - -
155 3,191 229 4,705 4,268 4,331
103 2,136 80 1,659 1,973 1,464
451 9,311 417 8,580 12,392 12,839
39,161 805,278 38,474 791,112 755,898 769,174
(818) (16,816) (947) (19,464) (17,083) (18,264)
38,343 788,462 37,527 771,648 738,815 750,910
61 1,260 79 1,617 1,359 2,001
38,404 789,722 37,606 773,265 740,174 752,911
- - 5 110 139 61
2,120 43,590 1,969 40,495 29,410 36,082
89 1,835 67 1,384 860 738
824 16,941 1,376 28,289 15,088 13,547
29 588 25 519 418 342
- - - - 1,104 4,839
1,208 24,834 493 10,143 22,201 17,657
58,323 1,199,275 61,382 1,262,185 1,149,536 1,180,492
25,122 516,559 25,812 530,747 435,453 412,118
12,010 246,952 12,272 252,331 261,705 277,576
159 3,261 693 14,248 18,122 55,552
137 2,825 126 2,585 2,085 1,891
1,449 29,786 2,108 43,342 26,907 12,098
38,877 799,383 41,011 843,253 744,272 759,235
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As of September 30, As of December 31,

Balance Sheet Data: 2021 2021 2020 2020 2019 2018
(US$ (Ps. (US$ (Ps. millions)
millions) ® millions) millions) -

Interbank and other loans

Demand loans........ccccoeeeevviiiieeeeceiniins - - - - 500 -
Short-term loans..........eevvvvveeeviiiiiiiiininns 327 6,721 402 8,261 9,276 13,523
Long-term 10ansS........ccoevevveeierneieennns 308 6,326 311 6,404 4,854 22,199

635 13,047 713 14,665 14,630 35,722

Creditor balancesunderrepurchase

and resale agreements 4,891 100,565 5,640 115,962 162,684 163,507
Collateral sold or pledged
Repurchase or resale agreements

(creditor balance) .........cccccvevviinveennnnn, 2 36 1 13 105 2
Derivativesfinancial instruments
For trading purposes..........ccocveevverinnenns 1,055 21,703 2,145 44,097 20,752 23,605
For hedging purposes..........ccoceevvveeinneans 319 6,565 243 4,990 4,221 10,963
1,374 28,268 2,388 49,087 24,973 34,568
Otheraccount payables
INCOMELAX ...civviiiee e 70 1,449 116 2,388 1,513 1,696
Employee profit sharing............cccoveens 21 433 26 538 508 485
Creditors from settlements of
EraNSaACtioNS....uvvee 742 15,254 207 4,251 9,397 4,402
Creditors from cash collateral............... 327 6,723 334 6,860 2,493 14,319
Sundry creditors and other payab|es ...... 1,657 34,115 1,532 31,493 26,265 24,059
2,817 57,974 2,215 45,530 40,176 44961
Subordinated debentures................... 2,878 59,186 2,779 57,152 48,050 33,560
Deferred taxes, Net.......ococeevvvereeceennan. 32 668 13 265 - -
Deferredcreditsand advanced
COllECtioNS ..., 55 1,124 59 1,211 386 535
Total liabilities....oooeoeoe o 51,561 1,060,251 54,819 1,127,138 1,035,276 1,072,090

Stockholders’equity
Paid-in capital

CommOoN $OCK ....ccevevvriieeeee e, 914 18,795 914 18,795 18,794 18,794
Additional paid-in capital ..................... 177 3,646 144 2,964 2,123 1,184
1,091 22,441 1,058 21,759 20,917 19,978

Other capital
Capital reserves......cccccoviveeiiivieeiiiineenns 922 18,959 922 18,959 17,330 14,847
Retained earnings from prior years........ 3,934 80,892 3,565 73,302 50,883 53,133
Result from valuation of securities

available for sale ...........cvvvvvvvviviiinnnns 121 2,479 188 3,871 1,885 (1,994)
Result from valuation of instruments for

cash flow hedging........ccccoovvvvevinnennnns (139) (2,861) (44) (905) (2,287) (3,430)
Cumulative foreign currency translation

AAJUSEMENE.......oiiiiiiiieiiceceece 2 37 - 7 (34) 1,659
Remeasurements defined benefits for

EMPIOYEES. .. (109) (2,247) (113) (2,333) (1,930) (628)
NETINCOME ..o 940 19,320 991 20,384 27,493 24,834

5,671 116,579 5,509 113,285 93,340 88,421

Noncontrollinginterest...........c.co....... - 4 - 3 3 3
Total stockholders’ equity.................. 6,762 139,024 6,567 135,047 114,260 108,402
Total liabilitiesand stockholders’

COUIY oo 58,325 1,199,275 61,386 1,262,185 1,149,536 1,180,492

(1) Solely forthe convenience of the reader, Peso amounts as of September 30, 2021 and as of December 31, 2020 have been translatedinto U.S
dollars at the Mexican Central Bank Exchange Rate on September 30, 2021 0fPs.20.5623 per U.S.$1.00. See “Exchange Rates and Currency.”
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As of or for the nine-month
period ended September 30,

As of or for theyear ended December 31,

2021 2021 2020 2020 2019 2018
m(i‘d'iii (Ps. millions, (U.S.$millions, N
except ' except except o (Ps. millions, except percentages)
percentages) @ percentages) percentages)

Profitability and Efficiency:

Return on average total assets @............... 2.1% 2.1% 1.6% 1.6% 2.4% 2.3%

Return on average equity © 18.6% 18.6% 16.6% 16.6% 24.2% 25.7%

Net interest margin ®................ccoeenen, 5.8% 5.8% 5.9% 5.9% 6.4% 6.3%

Efficiency ratio ©............occooiiiiiien, 47.1% 47.1% 45.0% 45.0% 42.3% 41.4%

Credit Quality Data:

Totd performing loans..............ccceeenene 38,710 795,967 38,057 782,532 743,506 756,335

Totd non-performing loans. 451 9,311 417 8,580 12,392 12,839

Total 10ans.........ovvvvieiiiiiee 39,161 805,278 38,474 791,112 755,898 769,174

Loans graded “C,”“D” and“E™®............. 1,672 34,370 1,794 36,891 38,616 48,067

Allowance for loan 10SS€s..................uuee. 818 16,816 947 19,464 17,083 18,264

Credit Quality Ratios:

Allowance for loan losses as a percentage

of total 10anS..........ccovvviiiiiiiiiiiiiins 2.1% 2.1% 2.5% 2.5% 2.3% 2.4%

Allowance for loan losses as a percentage

of total non-performing loans ©............. 180.6% 180.6% 226.9% 226.9% 137.9% 142.3%
Allowance for loan losses as a percentage

of loans graded “C,”“D” and “E”®........ 48.9% 48.9% 52.8% 52.8% 44.2% 38.0%
Total non-performing loans as a percentage

of total 10anS.........coevvviiiiiiiiiiiiiiiiis 1.2% 1.2% 1.1% 1.1% 1.6% 1.7%
Net non-performing loans (total

non-performing loans less allowance for

loan losses) as a percentage of net total

loans (total performing loans plus net

non-performing loans)......................... (1.0%) (1.0%) (1.4%) (1.4%) (0.6%) (0.7%)
Net non-performing loans (total

non-performing loans less allowance for

loan losses) as a percentage of

stockholders’ equity...............uuvereeeenn. (5.4%) (5.4%) (8.1%) (8.1%) (4.1%) (5.0%)
Loans graded “C,”“D”and “E”as a

percentage of total loans®.................... 4.3% 4.3% 4.7% 4.7% 5.1% 6.2%

(1) Solely for the convenience of the reader, Peso amounts as of and for the nine-month period ended September 30, 2021, and as of and for the year
ended December 31, 2020, have been translated into U.S. dollars at the Mexican Central Bank Exchange Rate on September 30, 2021, of
Ps.20.5623 per U.S.$1.00. See “Exchange Rates and Currency.”

(2) Net income for the year divided by the average of the last five quarters of total assets, based on end-of-period balances (excluding minority
interest). For the nine-month period ended September 30, 2021, net income is determined on an annualized basis and is divided by the average of
the last four quarters of total assets based on end-of-period balances, in this case, September 30, 2021, June 30, 2021, March 31, 2021, axd
December 31, 2020.

(3) Net income for the year divided by the average of the last five quarters of stockholders’ equity, based on end-of-period balances (excluding
minority interest). For the nine-month period ended September 30, 2021, net income is determined on an annualized basis and is divided by the
average of the last four quarters of total stockholders’ equity based on end-ofperiod balances, in this case, September 30, 2021, June 30, 2021,
March 31, 2021, and December 31, 2020.

(4) Net interest income divided by the average of the last five quarters of total interest-earning assets, based on end-of-period balances (excluding
minority interest). For the nine-month period ended September 30, 2021, net income is determined on an annualized basis and is divided by the
average of the last four quarters of total interest-earning assets, in this case, September 30, 2021, June 30, 2021, March 31, 2021, and December
31, 2020.

(5) Efficiency ratio is equal to non-interest expense divided by the aggregate of net interest income and non-interest income (commissions and fees,
intermediation revenues and other operating income). For this purpose, net interest income is calculated before allowance for loan losses.

(6) Refers to our loan portfolio classified pursuant to the General Rules Applicable to Mexican Banks. Under applicabl e regulations, such classification
is determined by reference to our loan portfolio at the end of the preceding quarter. See “Selected Statistical Information—Grading of Loan
Portfolio.”

(7) Corresponds to end-ofyear balance, which is diflerent from guidelines prescribed by the CNBV regarding calculation of required additiond

reserves. See “ Selected Statistical Information—Allowance for Loan Losses.”
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Capital Ratios

The table below presents our risk-weighted assets and Capital Ratios for the periods indicated.

Capital:

Fundamental Capital (CET1)..........c.cccuvenee.
Additional Tier 1 Capital...........ccccovernrnnn
Tier2 Capital.....cccoooveiiieiiieiicicee,
Total Net Capital.........ccccveveeeiiiiiiiiieeeeenn,

Risk-Weighted Assets:
Credit Tisk....vvveeeeee e
Market risK..................
Operational risk
Total Risk-Weighted Assets...........ccccueee.

Capital Ratios (credit, market and
operational risk):

Fundamental Capital (CET 1) torisk-
WeIghted aSSetS......vvveiirreeiiiieeiiiie s
Tier 1 Capitalto risk-weighted assets...........
Tier 2 Capitalto risk-weighted assets...........
Total Net Capital to Total Risk-Weighted

As of September 30, As of December 31,
2021 2021 2020 2020 2019 2018
(U.S. millions,  (Ps. millions, (U.S.$ millions,
except for except for except for (Ps. millions, except for percentages)
percentages) ®  percentages)  percentages)
6,127 125,976 6,319 129,929 101,927 94,970
2,500 51,406 2,421 49,772 37,728 18,865
385 7,909 433 8,894 8,783 14,472
9,011 185,291 9,172 188,595 148,438 128,307
29,400 604,525 34,356 706,434 627,281 627,479
8,160 167,798 7,563 155,507 108,351 66,119
3,670 75,469 3,495 71,860 64,812 53,865
41,230 847,792 45,413 933,801 800,444 747,464
14.86% 14.86% 13.91% 13.91% 12.74% 12.71%
20.92% 20.92% 19.24% 19.24% 17.45% 15.23%
0.93% 0.93% 0.95% 0.95% 1.10% 1.94%
21.86% 21.86% 20.20% 20.20% 18.55% 17.17%

(1) Solely forthe convenience of the reader, Peso amounts as of September 30, 2021 and as of December 31, 2020 have been translatedinto U.S
dollarsat the Mexican Central Bank Exchange Rateon September 30, 2021 of Ps.20.5623 per U.S.$1.00. See “Exchange Rates and Currency.”
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RISK FACTORS

Before makinga decisionto invest inthe Notes, you should carefully consider the risks described below as well as
the other information contained in this offering memorandum. Our business, financial condition and results of operations
could be materially adversely affected by any of these risks. The risks described below are not the only ones we or
prospective investors inthe Notes ingeneral face and the importance ofthe risk thatwe attribute to ittoday may change
inthe future. Additional risks and uncertaintiesnot currently known to us or thatwe currently consider immaterial may
also materiallyadverselyaffectour abilityto make payments onthe Notes.

Risks Relating to Our Business

Our operations and results have been impacted by COVID-19, which we expect will have a continued and
likely material adverse effect on our business, results of operations and financial condition.

Since December 2019, COVID-19 has spread throughout the world. On March 11, 2020, COVID-19 was
categorized as a pandemic by the World Health Organization. On March 30, 2020, the Mexican Federal Government
declared a healthemergencyas a result of COVID-19, announcing the implementation of several protective measures,
including thesuspension ofanyandall non-essential activities and a voluntary shelter in place order. These measures,
as well as other measures implemented across the world, including border closures and travel restrictions, have led to
a suspension or a material decrease of a significant number of commercial activities, including international flights,
operationof hotels, restaurants, retail stores and other establishments, disruption of supply chains worldwide and falls
in productionand demand, among others, causing unprecedented commercial disruptionin a number of jurisdictions,
including Mexico.

In Mexico, several industries and sectors to which we have exposure have been particularly impacted by COVID-
19 and related economic disruption, including, but not limited to, transportation, tourismand restaurants, oiland gas
and automotive industries. At its peak, 23% ofthe Consumer Banking and SME accounts (~634 thousand) were under
government-mandated forbearance programs. As oftoday, all are out of such programs. Fromthose accounts, 6.5%
became non-performing or were written-off. Only 1.9% remains non-performing. Fromthe Wholesale Banking loans,
less than 1% were subscribed under government forbearance programs and none are currently non -performing.
Internal (non-government-mandated) ad hoc forbearance programs were implemented for around 20% of our SME
loans.

The Mexican Central Bank reduced the reference interest rate several times since the beginning of 2020, from
7.25% to 4.00% in February 2021. As the pandemic is being brought under control, the global economy is slowly
recovering. Central Banks have increased their overnight interbank rate repeatedly. The Mexican Central Bank has
adjusted it four times in 2021 (June, August, September and November) to 5.00%.

In addition to the impact on human lives and the health of millions of people globally, the pandemic led to shamp
declines in the GDP ofthose countries which were most affected by the pandemic and had an overall negative impact
on global GDP in 2020; increases in unemployment levels; a sharp deterioration in the valuation of financial assets
and investments; increased volatility in the financial markets, including with respect to the value and trading of our
debt securities; exchange rate volatility; an increase in loan defaults by both companies and individuals and increases
in public debt due to actions taken by governmental authorities in response to the pandemic.

As part of the actions taken to mitigate the impact of COVID-19, on March 25, 2020, the CNBV announced
certain special temporary accounting criteria applicable to banks, which allow a partial or total deferral of principal
and/or interest payments due on mortgages, credit cards, automobile, personal, payrolland SME loans that were not
impaired as of February 28, 2020, for up to four months, with the possibility of extending it for an additional two
months, without requiring banks to create loan-loss provisions for these deferrals. In response to these measures, we
launchedadebtor relief program, offering debtors of such loans the possibility of deferring payment of principal and
interest forup to four months.
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The benefits provided to our clients under these support programs included the deferral of payments on credit
cards, car loans, payroll loans, SMEs, and personal credits for clients affected directly or indirectly by the effects of
the pandemic. The aforementioned programs originally offered four-month grace periods, on average, and then further
extensions of one or two months in particular cases, with the objective of supporting our clients during the sanitary
emergency. Banorte offered its clients to enter into payment deferral programs for four months, during which nmore
than 630,000 loans registered tothe program. The benefits app lied to credit card, mortgage, automotive loans, payroll
loans, personal loans and SMEs loans.

Over 630,000 clients enrolled in the programs, amounting to 18% of the total portfolio. As of December 30,
2020, 100% of the initially enrolled clients had concludedtheir program. As of September 30, 2021 only 7% of the
aforementioned had not resumed payments, representing 8% of the total loans balance enrolled in the program. The
result ofthe support programoutperformed initial expectations of 22% of due payments and the performance of the
three-month period ended December 31, 2020, when we reported that 10-12% of enrolled customers had not resunmed
payments yet. In response to the deterioration in the economic environment in Mexico and the potential effects on our
clients’ financial condition, during 2020 we created Ps.5,000 million in additional reserves, in excess of those required
by our rating and reserving methodologies, of which Ps.3,000 million were registered at the end of June 2020 and
Ps.2,000 million at the end of December 2020. Those amounts covered our estimated additional reserves impact for
2020 and 2021.

Additionally, to preparethe Bank’s balance sheetto absorb the estimated COVID-19 related pastdue loans, during
the twelve-month period ended December 31, 2020 we also charged an impairment on non-COVID-19 past due loans
for atotal of Ps.5,455 million (Ps.4,618 million forthe six-month period ended June 30, 2020, and Ps.837 million for
the sixmonth period ended December 31, 2020), of which only Ps.2,274 million affected our income statement
(Ps.1,868 million for the six-month period ended June 30, 2020, and Ps.406 million for the six-month period ended
December 31, 2020), since the remaining Ps.3,181 million were previously reserved (Ps.2,750 million for the six-
month period ended June 30, 2020, and Ps.431 million for the six-month period ended December 31, 2020). As a
result, the aggregate impact of these measures in ourincome statementwas of Ps.7,274 million (Ps.4,868 million for
the six-month period ended June 30, 2020, and Ps.2,406 million for the six-month period ended December 31, 2020).

As of September 30, 2021, we have used Ps.2,030 million (Ps.700 million during the three-month period ended
December 31, 2020, Ps.550 million during the three-month period ended March 31, 2021, Ps.150 million during the
three-month period ended June 30, 2021 and Ps.630 million during thethree-month period ended September 30, 2021)
from the Ps.5,000 million COVID-19 related additional reserves, and we stillhave Ps.2,970 million available for the
restoftheyear.

Customer habits, even following the pandemic and the termination of the governmental restrictions described
above, may have been altered, which may have a material adverse effect on our business. Moreover, the spread of
COVID-19 could also negatively impact the business and operations of third-party service providers who perform
critical services for us. There can also be no assurance that the adverse impact of COVID-19 will not lead to a
tightening of liquidity conditions or funding uncertainty.

The temporary regulatory measures adopted by the CNBV on April 8, 2020, the Bank was enabled the Bank to
use its Capital Conservation Buffer without triggering any sanctions or corrective measures, from April 1, 2020 to
March 31,2021. The Bankdid notused its Capital Conservation Buffer.

Future developments with respect to COVID-19 are highly uncertain and new information may emerge
concerning the severity of COVID-19 and the actions taken to contain it. Furthermore, there are no indications that
the Mexican government will be implementing extraordinary loan programs, tax relief or other forms of economic
relief or financial assistance for private sector entities such as us. If the pandemic continues and further government
programs are not initiated, or the ones in place are not effective, this could have a material adverse effecton us.

Any of the foregoing, and any future adverse conditions related to COVID-19 not yet known, could have a

material adverse effect on our business, financial condition and results of operations and adversely affect our ability
to access capitaland liquidity on financial terms acceptable to usorat all.
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Our results of operations have been, and may continue to be, adversely affected by U.S. and international
financial market and economic conditions.

Since 2008, financial systems worldwide have experienced periods and events of difficult credit and liquidity
conditions and disruptions leading to less liquidity, greater volatility, loss of confidence in the financial sector,
declining interest rates, currency devaluations, restrictions on the convertibility of funds and erosion of consumer
confidence. Global economic conditions deteriorated significantly between 2007 and 2009, and many countries,
including the United States, fell into recession. Although macroeconomic conditions have generally improved since
2012, the sharpdecline and volatility in oil prices (including those triggered by the recent crude oil price disagreemnents
between Russia and Saudi Arabia), uncertainty in global economic growth, a high volatility environment resulting
fromwidespread illnesses or epidemics, including COVID-19 and diverging monetary policies around the word have
exacerbated global imbalances and risks. Many major financial institutions, including some of the world’s largest
global commercial banks, investment banks, mortgage lenders, mortgage guarantors and insurance companies,
experienced (andsome continueto experience) significant difficulties. Around theworld there have alsobeenruns on
deposits at several financial institutions, numerous institutions have sought additional capital or have been assisted or
taken over by governments, and many lenders and institutional investors have reduced or ceased providing funding to
borrowers (includingto other financial institutions). Withinthis context, volatility of oil prices beginningin 2014 and
a reduction in Mexico’s oil production, including as a consequence of the significant reduction of output agreed by
members of the OPEC+ alliance in April 2020, to lift crude oil prices from20-year lows, together with weaker-than-
expected manufacturing activity in the U.S., constitute significant risks for the Mexican economy and its growth
prospects, which could havean adverse effectonour business. In addition, normalization of U.S. monetary policy and
different monetary policies around the world, might also have a negative impact on the Mexican econony and
adversely affectour business and results of operations.

In particular, we may face, among others, the following risks related to international market and economic
conditions:

e aneconomic downturnorinsufficient recovery ofthe economy generally and the financial markets and any
adversesocial or political developments for any reason, including ilinesses or epidemics suchas COVID-19,
which could result in reduced demand for financial products and services and may adversely impact our
business, financial condition and results of operations;

o increasedregulation ofthe financial industry. Compliance with such regulation will continue to increase our
costs, may require us to increase our capital or reserves, may affect the pricing of our products and services,
and may limit ourability to grow our loan portfolio or pursue business opportunities;

o trade disputesandbarriers occurring around the globe;
o inability of corporate and individual borrowers to timely or fully comply with their existing obligations;

o theprocesswe use to estimate losses inherent in our credit exposure requires complexjudgments, including
forecasts of economic conditions and how these economic conditions might impair the ability of borrowers
to repay theirloans, as wellas the operational risks we face. The degree of uncertainty concerning economic
conditions may adversely affect theaccuracy ofthese estimates, which may, in turn, impact the reliability of
the process;

o thederivatives markets and similar operations, including volatility affecting those instruments, could impact
financial systems and the solvency of their participants; and

o thevalueand liquidity of our portfolio of investment securities may be adversely affected.

Uncertainty remains concerning the future economic environment in the United States, Mexico and the
international markets. There can be no assurance that local or global economic conditions as a whole will improve
significantly. Such economic uncertainty could have a negative impact on our business and results of operations.
Global investor confidence remains cautious. A slowing or failing of the economic recovery in the U.S., the global
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economic effect of pandemics, such as COVID-19, fluctuations in crude oil prices, and the uncertainty of the US.
monetary policy would likely aggravate the adverse effects of these difficult economic and market conditions on us
and on others in the financial services industry. Increased disruption and volatility in the global financial markets
could have a material adverse effect on us, including our ability to access funding, capitaland liquidity on financial
terms acceptable to us, if at all. If capital markets financing ceases to become available, or becomes excessively
expensive, we may be forced to raise therates we pay on deposits to attract more customers and/or become unable to
maintain certain liability maturities. Any suchincrease in capital markets funding costs or deposit rates could havea
material adverseeffect onour interest margins and liquidity.

If all orsome of the foregoing risks were to materialize, this could have a material adverse effect onour financil
conditionand our results fromoperations.

Our financial results are subject to fluctuations in interestrates and other market risks.

Market risk refers to the probability of variations in our net interest income, or in the market value of our assets
and liabilities and securities positions, due to changes in interestrate and other market risk factors, suchas exchange
rates and equity market volatility. Changes in the above mentioned market risks affect the following areas, among
others, of our business:

e ournetinterestincome;

e ourcostoffunding;

e thevalue ofourcapital;

e thevolume ofloans we originate;

e the market value of our financial assets; and

e ourgains andlosses fromthe sale of loans and securities.

Interest rates are sensitive to many factors beyond our control, including increased regulation of the financial
sector, monetary policies, domestic and international economic and political conditions and other factors. A significant
portion of our assets, including our loans, are long-termassets. At the same time, a significant percentage of our
financial borrowings are short-term. Variations in short-terminterestrates could affectour net interest income, which
comprises the majority of our revenue. When interest rates rise, we may be required to pay higher interest on our
borrowings while interestearned on our assets may notrise as quickly, which could cause profitsto growat a reduced
rate or decline in some parts of our portfolio. Accordingly, increases in short-terminterest rates may reduce our net
interest income, which could affect our ability to meet our short-term obligations. We monitor our interest rate risk
using the Net Interest Margin (“NIM”) sensitivity, which is the difference between the return on assets and the
financial cost of ourfinancial liabilities based on a one-year time frame and a parallel movement of 100 basis points
(1%) in market interest rates (localand foreigncurrency). As of September 30, 2021, the 1% NIM sensitivities were
Ps.842 million and Ps.643million for localand foreign currency, respectively.

If interest rates decrease, although this is likely to decrease our funding costs, it is likely to adversely impact the
income we receive arising fromourinvestments in securities as wellas loans with similar maturities, which could in
turn adversely affect our net interestincome. In addition, we may also experience increased delinquencies in a low
interest rate environment when such an environment is accompanied by high unemployment and re cessionary
conditions.

The market value of a security with a fixed interest rate generally decreases when interest rates rise, which may
have an adverse effect on our earnings and financial position. In addition, we may incur costs (which, in turn, will
impact our results) as we implement strategies to reduce future interest rate exposure. The market value of an
obligation with an adjustable interest rate can be adversely affected when interest rates increase, due to a lag in the
determination ofanew interest rateand in the implementation of repricing terms.
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Increases in interest rates may reduce gains or require us to record losses on sales of loans or securities. Until
December 2018, the Mexican government engaged in “monetary restricting,” a monetary policy designed to reduce
money supply by increasing interest rates. As a result, the Mexican interbank interest rate (tasa de interés
interbancaria deequilibrio) increased between 2015 and December 2018, averaging 3.32%, 4.47%, 7.06% and 7.9%%
during 2015, 2016, 2017 and 2018, respectively. Recent international financial volatility and volatile oil prices as a
result of geopolitical and economic factors, such as the United States-Mexico-Canada Agreement (“USMCA”)
negotiations, U.S. monetary policy normalization, the outbreak of COVID-19 and the recent crude oil price
disagreements between Russia and Saudi Arabia, among others, have had a negative impact onthe Mexican econorny,
affecting macroeconomic variables, such as the exchange rate between U.S. dollars and Pesos. Asaresult, in August
2019, the Mexican Central Bank decreased the overnightinterbank interestrate (tasa de fondeo interbancario) by 25
basis points to 8.00% and continued to decrease the reference rate upto4.00% as of February 12, 2021. T he reference
rate stayed at this level until the Mexican Central Bank raised it by 25 basis points to 4.25% in June 25, 2021, to 4.50%
on August 13,2021, to 4.75% on September 30, 2021, and to 5.00% on November 12, 2021.

We are also exposed to foreign exchange rate risk as a result of mismatches between assets and liabilities
denominated in different currencies. Fluctuations in the exchange rate between currencies may negatively affect our
ability to repay our foreign currency-denominated liabilities, net interest income, our earnings and the value of our
balance sheet.

Furthermore, we are exposed to equity price riskin connection with our trading investments in equity securities.
The performance of financial markets may cause adverse changes in the value of our investmentandtrading portfolios.
The volatility of world equity markets due tothe continued economic uncertainty has had a particularly strong impact
on the financial sector. Continued volatility may affect the value and liquidity of our investments in entities in this
sector and, depending on their fair value and recovery expectations, could become a permanent impairment, which
would be subject towrite-offs againstour results. To the extent any of these risks materialize, our net interestin come
or the market value of ourassets and liabilities could be adversely affected.

Our loan and investment portfolios are subject to prepayment risk, which could negatively affect our net
interestincome.

Ourloan and investment portfolios are subjectto prepayment risk, which results fromthe ability ofa borrower or
issuer to pay a debt obligation prior to maturity. Generally, in a low interest rate scenario, prepayment activity
increases, reducing theweighted average lives of our interest earning assets and therefore our expected results relating
to these assets. To date, prepayment activity in our loan portfolio has not had a significant effect on our financil
results, butif such activity were to increase, we would also be required to amortize net premiums into income overa
shorter period oftime, thereby reducing the corresponding asset yield and net interest income. Prepayment risk also
might have a significant adverse impact on credit card and collateralized mortgage loans, since prepayments could
shortenthe weighted average life of these portfolios, which would negatively impactour business, financial condition
and results of operation. Prepaymentriskis inherentto our commercial activity and an increase in prepayments could
have a materialadverse effecton us.

We engage in transactions with our parent GFNorte and its subsidiaries or affiliates that may not be on an
arm’s-length basis.

No assurance can be given that transactions between us and our parent GFNorte or any of its subsidiaries or
affiliates have been or will be conducted on a basis as favorable to us as could be obtained by us from unaffiliated
parties. Forexample, we have also entered into certain service agreements with our affiliates Casa de BolsaBanorte,
S.A.deC.V. (“Casade Bolsa Banorte), Operadora de Fondos Banorte, S.A. de C.V., Seguros Banorteand Pensiones
Banorte, S.A. de C.V,, to allow these companies to offer their products and services within our branch network in
consideration for certain fees. In addition, we, GFNorte and other subsidiaries or affiliates have entered into several
agreements providing for the sharing of revenues or expenses in connection with the performance of certain activities,
including loan recovery.

Mexican law applicable to publicly traded companies and financial groups and institutions, as well as our bylaws,
provide forseveral procedures designed to ensure that the transactions entered into with oramong companies in our
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financial groupare carried outonan arm’s-length basis, including the requirementthat our Board of Directors approve
such transactions and that transactions with affiliates do not exceed certain thresholds.

We are likely to continue toengage in transactions with our parent andany of its subsidiaries or affiliates, and no
assurance canbe giventhatwe will do so on an arm’s-length basis. In addition, future conflicts of interestbetween us
and GFNorte or any of its subsidiaries or affiliates may arise, which conflicts are not required to be and may not be
resolvedin our favor. See “Related Party Transactions.”

While in the pastthe CNBV has not disagreed with our determinations that the terms of these transactions are
“substantially on market conditions,” we can provide no assurances that the CNBV will agree with any of our future
determinations. There can be no assurance that future transactions involving GFNorte or any of its subsidiaries or
affiliates will not have an adverseeffect on our financial position.

Resources could be diverted, or ourbusiness or businessopportunities could be diverted, to other entitieswithin
the financial group controlled by GFNorte, or operations of other subsidiaries of GFNorte may be transferred to
us.

We are part of a financial group controlled by GFNorte. Other entities within the group include, among others,
Arrendadoray Factor Banorte, S.A.de C.V., SOFOM, E.R. (“Arrendadoray Factor Banorte”), which maintains sone
non-performing loan portfolios, and Casa de Bolsa Banorte, which maintains trading positions. GFNorte could, at any
time, devote more resources or divert our business or business opportunities to other subsidiaries of GFNorte that
directly orindirectly compete with us, as well as transfer certain operations of other subsidiaries of GFNorte to us, on
grounds of capital efficiency, regulatory constraints or other criteria. Arrendadora y Factor Banorte generated Ps.555
million in gains for the nine-month period ended September 30, 2021, Ps.605 million in gains for the year ended
December 31, 2020 and Ps.172 million in losses for the year ended December 31, 2019. Casa de Bolsa Banorte
contributed 3.9% of GFNorte’s netincome for the nine-month period ended September 30, 2021, and approximately
3.5% of GFNorte’s net income in 2020. Arrendadora y Factor Banorte currently has no employees of its own and
primarily relies upon Banorte to conduct its business. Should more of our resources be diverted, or our business or
businessopportunities be diverted, to other subsidiaries of GFNorte, or if unprofitable operations of other subsidiaries
of GFNorte are transferred to us, our financial positionand results of operations could beadversely affected.

We may be unable to successfully implement and continue to improve our credit risk management system,
which could substantiallyand adversely affectour results of operations and financial position.

As a commercial bank, one of the principal types of risks we face is credit risk. Our credit risk management
systemmay not effectively identify and quantify our credit risk exposure. For example, an important part of our credit
riskmanagement systemis to employ an internal credit rating systemto assess the particular risk profile of a customer.
As this process involves detailed analyses of the customer or credit risk, taking into account both quantitative and
qualitative factors, it involves judgments by our managementteamand employees and, therefore, is subjectto hurman
error. In exercising their judgment, our employees may not always be able to assign an accurate credit ratingto a
customeror credit risk or to effectively identify the risks relating tothe business, industry or region where a customer
operates, whichmay result in a higher credit risk exposure for us than indicated by our risk rating system. In addition,
we have been trying to refine our credit policies and guidelines to address potential risks associated with particular
industries or types of customers, such as affiliated entities and group customers. However, we may not be able to
timely detect these risks before related losses occur, or dueto limited resources or tools available to us, our employees
may not be able to effectively implement them, which may increase our credit risk. As a result, our failure to effectively
implement, consistently follow or continuously refine our credit risk management systemmay result in a higher risk
exposure forus, which could materially and adversely affect our results of operations and financial position.

In assessing customers’ creditworthiness, we rely largely onthe credit information available fromour own intemal
databases, the Mexican credit bureaus and other sources. Due to limitations in the availability of information and the
developing information infrastructure in Mexico, ourassessment of credit risk associated with a particular custoner
may not be based oncomplete, accurate or reliable information. We cannotassureyouthat our credit scoring systerrs
collect complete or accurate information reflecting the actual behavior of customers or that their credit risk can be
assessed correctly. Without complete, accurate and reliable information, we have to rely on other publicly available
resources and our internal resources, which may not be effective. As a result, our ability to effectively manage our
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credit risk and subsequently our impairment losses and allowance forimpairment losses may be materially adversely
affected.

The credit card industry is highly competitive and entails significant risks, including the possibility of over-
indebtedness of customers.

The credit card industry in Mexico is dominated by institutions that may possess greater financial resources and
broader coverage in this market thanwe do. There is no assurance thatwe will be able to effectively compete forand
retain customers in this competitive segment. Moreover, our credit card business is subject to anumber ofrisks and
uncertainties, including the possibility of over-indebtedness of our customers, their economic condition and level of
employment and income. Part of our current growth strategy is to increase volume in the credit card portfolio, at the
same or a slightly faster rate than the market, which may increase our exposure to risk in our loan portfolio, which
could have a material adverse effecton us.

Furthermore, credit card products are characterized by higher consumer default than other consumer credit
products, and defaults are highly correlated with macroeconomic indicators that are beyond our control, such as
COVID-19. If Mexican economic growthslows or declines or if we fail to effectively analyze the creditworthiness of
our customers, we may be faced with unexpected losses that could have a material adverseeffect on us, including our
financial conditionand results fromoperations.

We may be unable to effectively control the level of non-performing or low credit quality loans in our loan
portfoliosand our loan loss reserves maybe insufficientto cover actual loan losses.

Non-performing or low credit quality loans can negatively impact our results of operations. We cannot assure you
that we will be able to effectively collect impaired loans or controland reduce the level ofthe impaired loans in our
loan portfolio. In particular, the amount of our reported non-performing loans may increasein the future as a result of
growth in our loan portfolio or factors beyond our control, such as the impact of a global financial crisis and
macroeconomic trends and political events affecting Mexico orevents suchas COVID-19 affecting certain industries
to which we lend including, in the case of COVID-19, transportation, export andimport, tourism, hotels, restaurants,
oil and gas and automotive industries.

As of September 30, 2021, December 31, 2020 and December 31, 2019, the aggregate outstanding principal
amount and accrued interestof loans to our 15 largest clients (including loans to a single commercial group orto the
Mexican government) represented 18.6%, 17.0% and 17.6%, respectively, of our total loan portfolio (on an
unconsolidated basis). If the financial well-being of any of these clients were to be negatively impacted by political,
economic or industry-related developments or any other factor, it could lead to an increase in our non -performing or
low credit quality loans.

On March 25,2020, in order to mitigate theeconomic impact of COVID-19, the CNBV announced certain special
temporary measures applicable to banking institutions, including, among others, the total or partial deferral of principal
and/or interest payments by debtors of mortgages, credit cards, automobile, personal, payroll, and SME loans that
were in good standing as of February 28, 2020, for up to four months (with the possibility to extend them for two
additional months).

These support programs ranged from the deferral of payments on credit cards, car loans, payroll loans, SMEs,
and personal credits for clients affected directly or indirectly by the effects of the pandemic. The aforementioned
programs originally offered four-month grace periods, on average, and then further extensions of one or two months
in particular cases; whose main objective was to support our clients during the sanitary emergency. Banorte offered
an optionof paymentdeferral programs for four months to clients, in which the programregistered more than 630,000
loans. The benefits applied to credit card, mortgage, automotive loans, payroll loans, personal loans and SMEs

Over 630,000 clients enrolled in the programs, amounting to 18% of the total portfolio. As of December 30,
2020, 100% of the initially enrolled clients had concluded their program. As of September 30, 2021 only 7% of the
aforementioned had not resumed payments, representing 8% of the total loans balance enrolled in the program. The
result ofthe support programoutperformed initial expectations of 22% of due payments and the performance of the
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three-month period ended December 31, 2020, when we reported that 10-12% of enrolled customers had not resuned
payments yet. In response to the deterioration in the economic environment in Mexico and the potential effects onour
clients’ financial condition, during 2020 we created Ps.5,000 million in additional reserves, in excess of those required
by our rating and reserving methodologies, of which Ps.3,000 million were registered at the end of June 2020 and
Ps.2,000 million at the end of December 2020. Those amounts covered our estimated additional reserves impact for
2020 and 2021.

Additionally, to prepare the Bank’s balance sheettoabsorb the estimated COVID-19 related pastdue loans, during
the twelve-month period ended December 31, 2020 we also chargedan impairment on non-COVID-19 past due loans
for atotal of Ps.5,455 million (Ps.4,618 million forthe six-month period ended June 30,2020, and Ps.837 million for
the six-month period ended December 31, 2020), of which only Ps.2,274 million affected our income statement
(Ps.1,868 million for the six-month period ended June 30, 2020, and Ps.406 million for the six-month period ended
December 31, 2020), since the remaining Ps.3,181 million were previously reserved (Ps.2,750 million for the six-
month period ended June 30, 2020, and Ps.431 million for the six-month period ended December 31, 2020). As a
result, the aggregate impact of these measures in our income statementwas of Ps.7,274 million (Ps.4,868 million for
the six-month period ended June 30, 2020, and Ps.2,406 million for the six-month period ended December 31, 2020).

As of September 30, 2021, we have used Ps.2,030 million (Ps.700 million during the three-month period ended
December 31, 2020, Ps.550 million during the three-month period ended March 31, 2021, Ps.150 million during the
three-month period ended June 30, 2021 and Ps.630 million during thethree-month period ended September 30, 2021)
from the Ps.5,000 million COVID-19 related additional reserves, and we stillhave Ps.2,970 million available for the
restoftheyear.

Notwithstanding any actions implemented by the Bankand described above, our loan loss reserves may still not
be adequate tocover an increase in the amount of non-performing loans or any future deterioration in the overall credit
quality of ourtotalloan portfolio. Ourloan loss reserves, which are calculated in accordance with CNBV regulations
and underinternal models in the case of credit card and enterprise portfolios, are based onour current assessment of,
and expectations concerning, various factors affecting us, including the quality of our loan portfolio. These factors
include, amongothers, our borrowers’ financial condition, repaymentabilities and repaymentintentions, the realizable
value of any collateral, the prospects for guarantor support, government macroeconomic policies, interest rates and
the legaland regulatory environment. Asaresult, thereis no precise methodfor predicting loan and credit losses, and
we cannotassure youthatourloan loss reserves are or will be sufficient to coveractual losses.

If ourassessmentof, and expectations concerning, theabove-mentioned factors differ fromactual developments;
if the quality of our total loan portfolio deteriorates, for any reason, includingan increase in lending to individuak and
SMEs, an increase in our credit card portfolio and our introduction of new products; or if future actual losses exceed
ourestimates of incurred losses, we may be required to increase our provisions and allowance for loan losses, which
may adversely affect us. If we are unable to control or reduce the level of our non-performing or low credit quality
loans, or to adequately reserve such loans, our financial position and results of operations could be materially and
adversely affected.

We have experienced asset quality problems, including with respect to collateral, and have reported relatively
large loan loss provisions.

The asset quality of our loan portfolio, including with respect to collateral, has been negatively affected by the
unfavorable financial and economic conditions prevailing in Mexico following the global financial crisis that
commenced in 2008. Mexican regulatory authorities and the banking system responded to this situation in several
ways, including making revisions to Mexican Banking GAAP, including allowing for the reclassification of certain
“available for sale securities” to “held to maturity securities” and broadening the class of securities available for
repurchase. Other regulatory responses have included imposing more stringent loan loss reserve requirements and
capitalization standards, as well as adopting a number of programs designed to provide reliefto Mexican borrowers
in connection with thegrantingand restructuring of outstanding loans. Such reserve requirements could have a direct
adverseimpact on our financial results. Unfavorable financial and economic conditions in Mexico and these regulatory
initiatives have caused the Mexican banking sector to experience assetquality problems andto record relatively large
loan loss provisions. See “Selected Statistical Information—Non-Performing Loan Portfolio.” We also believe that
recoveries fromthose non-performing loans as a percentage of the non-performing loan portfolio are likely to decline
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over time as a consequence of the aging of the non-performing loan portfolio, as well as the decreased value of the
collateral supporting these loans.

Moreover, in Mexico, foreclosure procedures are generally subject to delays and procedural uncertainties and
administrative requirements that may result in lower levels of recovery on collateral comparedtoits value. In addition,
otherfactors such as defects in the perfection of our security interests, fraudulent transfers by borrowers, attachments
by other creditors obtaining priority over collateral or a reduction in the value or liquidity of the collateral may impair
ourability to recoveron our collateral. Accordingly, there canbe no assurance that we will be able to realize the full
value of our collateral.

Lower recovery rates, asset quality deterioration, decreased value of collateral and lower levels of recovery on
collateral compared to its value could have a material and adverse effect on our business, financial condition and
results of operations.

The rulesapplicable to loan loss provisions have been modified throughout time.

In an effort to conform its regulations to the recommendations issued by the Basel Committee on Banking
Supervision (the “Basel Committee™), since 2009, the Mexican governmenthas implemented new rules regarding the
methodology that Mexican banks must useto classify loans and to determine loan loss provisions. The new regulatory
framework shifted away from an accrued losses methodology to an expected losses methodology. This new
methodology has been implemented in phases, as follows:

e in 2009, for credit card loans;

e in 2011, for consumer, mortgage and government loans;

e in 2013, for commercial loans;

e in 2014, for loans to financial institutions;

e in 2015, for revolving consumer loan portfolio;

e in 2017, for termloans and mortgages, as wellas to accounting for loan losses and write-offs; and

e in 2018, for reservesand capital related toour credit card loan portfolio.

In addition, in 2015, the CNBV adjustedthe rating methodology for non-revolving consumer and mortgage loan
portfolios, which remains based on expected losses and incorporates new factors based on recent information onthe
industry’s performance. Inadditiontotaking into consideration the borrower’s experience with the financial institution
granting the loan, the most significant change introduced by the new methodology is that it considers information
provided by credit information companies about the credit behavior of the borrower with other financial institutions.
The newmethodology for revolving consumer loan portfolios became effective onJune1, 2017.

In January 2018, the CNBV approved Banorte’s adoptionofan advanced internal rating-based model to estiate
the provisions and capital requirements for credit risk of revolving consumer loans. This new methodology is
calibrated with the borrower’s historic credit relationship with Banorteand other institutions.

In addition, in the first quarter of 2019, the CNBV approved Banorte’s adoption of a basic internal model for
commercial loans to estimate the provisions and capital requirements for corporations (other than states, municipalities
and financial entities), and individuals (sole proprietorships), both with annual sales equal to or higher than 14 million
UDls.

The CNBV has completed a project to update the accounting framework applicable to credit institutions, which

aims to convergewith the latestchanges in international financial reporting standards regarding the classificationand
measurement of financial instruments, update the current revenue recognition standard, the leasing standard, as well
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as the adoption of a new Mexican standard relating to the determination of fair value and its disclosure. These new
standards will become effective onJanuary 1, 2022.

In the future, the CNBV could modify the accounting rules applicable to loan loss allowances, and further modify
the methodology to measure credit risk or the requirements for loans loss provisions of other portfolios. Any such
modifications could require usto increase our allowance for loan losses and, therefore, adversely affectour results of
operations and financial position.

The retail banking market is exposed to macroeconomic shocksthatmay negatively impact household income,
and a downturninthe economy couldresultinincreased loan losses.

One of our main strategies is to grow our retail loan portfolio. The recoverability of our existing retail loan
portfolio, ourability to increase our loans outstanding and, in general, our results of operations and financial condition,
may become increasingly vulnerable to macroeconomic shocks (such as the outbreak of COVID-19) that could
negatively impact the household income of our retail customers and result in increased loan losses, which in tum could
have a material adverse effect on us. The Mexican economy has historically experienced cycles of growth followed
by slowdowns; forexample, although Mexican GDP has grown since 2010, it suffered a mild contraction ofthe GDP
0f8.3% in 2020. In the second quarter of 2021, the Mexican economy expanded at anaverage of 1.47%, on a quarter-
to-quarter basis. We can provide no assurance that previously observed GDP growth rates will continue.

Furthermore, because the penetration of bank lending products in the Mexican retail sector historically has been
low, there is little basis onwhich to evaluate how the retail sector will performin the eventofan economic crisis, such
as a recession orasignificant devaluation, among others. Consequently, our historical loan loss experience may not
be indicative ofthe performance of our loan portfolio in the future.

We maintain lower levels of capital or reserves in connection with our loans to Mexican federal, state and
municipal governments.

The Mexican Capitalization Requirements and the rules governing the creation of reserves for loan losses
applicable to credit institutions generally require significantly lower capitalization levels or reserves (if any)in
connectionwith loans made to Mexican federal, state or municipal governments (together, the “Government Loans”).
As of September 30, 2021, our Government Loans amounted to Ps.157,901 million, or 19.6% of ourtotal gross loan
portfolio. Although as of September 30, 2021, we had only Ps.154.5 million in Government Loans categorized as non-
performing loans, anadditional deteriorationin the creditquality of our Government Loans could resultin an adverse
impact on our financial position and results of operations. The magnitude of this impact would be a function of the
size ofourexposuresto the relevantgovernmententities, the extent of the deterioration in their internal c redit ratings
assigned by our risk management area according to the methodology approved by the CNBV and the guarantees of
these loans, among other factors.

Some of our loans to Mexican states and municipalities maybe renegotiated.

The Mexican governmentand commercial banks, including us, have fromtime to time agreed to modify the tenrs
of Government Loans. Such modifications have included maturity extensions, amendments to collateral received,
reductions in interest rates and the inclusion of prepayment features and/or options. As of September 30, 2021,
Ps.25,606.9 million of these loans, or 25.99% of ourtotal state and municipal government loan portfolio, have been
renegotiated. There can be no assurance that these or other Government Loans will not be similarly renegotiated in
the future in a way that could reduce our margins in this line of business, which could adversely affect our results of
operations.

We can provide no assurancethatin the eventthatborrowers in our state and municipal government segment or
our federal government segmentimplement any planto reduce their cost of funding, the loans thatwe have granted to
such borrowers will not be renegotiated on terms favorable to us or early repaid. Any such renegotiation or early
repayment could adversely affectour business, financial conditionand results of operations.



Many of our loansto Mexican states and municipalities are secured by cash flows from the Mexican federal
government.

Most of our loans to Mexican states and municipalities are secured by such entities’ right to receive their
corresponding allocation of participaciones federales. Any changes to Mexican laws and regulations regarding the
use of participaciones federales as source of payment for these types of loans or defects in the perfection of such
collateral, may require amendments to our credit facilities and may impact the credit risk of such facilities or the
manner in which we conductbusinesswith Mexican states and municipal governments, which in turn could affect our
results of operations and financial position.

Furthermore, as participaciones federales are subject to the conditions of the Mexican economy and the federal
government’s tax collections, we cannot give any assurances that the participaciones federales will remain at their
current funding level or that they will be sufficient for the timely performance of Government Loans. If
participaciones federales are reduced as a result of changes to Mexican laws and regulations or forany other reason,
ourresults of operations and financial condition could beadversely affected.

Defects in the perfection of our security interests or fraudulent transfers by borrowers may impair our ability to
recoveron our collateral. Accordingly, there can be no assurance that we will be able to realize the full value of our
collateral, or timely realize the full value of our collateral, in connection with financings made to Mexican stateand
municipal governments. If we are not able to realize the full value of our collateral, our results of operations and
financial conditioncould be adversely affected.

The future of governmentsector lending in Mexico is uncertain.

Our business is subjectto a continuously evolving regulatory regime of financial service laws, regulations,
administrative actions and policies in each Mexican state in which we operate. In particular, due to certain high profile
restructurings of Mexican state and municipal debt, in April 2016, the Mexican Congress approved certain
amendments related to government sector lending. As a result, state and municipal governments are now subject to
the Law of Financial Discipline for States and Municipalities (Ley de Disciplina Financiera de las Entidades
Federativas y los Municipios), which seeks to organize and align budgetary and financial instruments of the states,
municipalities and their agencies, as to ensure sustainable management of local public finances. This law establishes
general principles of financial discipline, including, among others, rules on the incurrence of indebtedness and a
registry forsuch indebtedness applicable to states and municipalities. Although we expect the measures will help to
achieve healthier public finances and transparent investment of government debt, the implementation of these
provisions will be gradual and the full benefits of the new standards may take between one to sixyears to materializ;
therefore, we cannotpredictthe impact they willhave on our business.

Additionally, although state and municipal public debt is regulated by state law in Mexico, there are certain
provisions and limitations setforth in the Mexican Federal Constitutionand other federal laws (includingin the Law
of Financial Discipline for States and Municipalities), especially in connection with the use of participaciones
federales as a source of payment or as a public funding investment. In the past, there have been inconsistencies
between state and federal law with respect to these uses of participaciones federales, which have been addressed by
the Mexican Supreme Court. Some of these judgments have had an adverse effect onthe mannerin which Governrrent
Loans have been granted. We cannot ensure that future judicial interpretations or resolutions, or new policies
implemented by the Mexican government (which stepped into office on December 1, 2018), will not have an adverse
effect on our Government Loan portfolio and our results of operations.

Our borrowers that are Mexican federal, state or municipal govemments or agencies may claim privileges
under Mexican law, and our ability to sue and recover may be limited.

In Mexico, foreclosure procedures may be subject to delays and administrative requirements that may result in
lower levels of recovery on collateral compared to its value. Article 9 of the Fiscal Coordination Law (Ley de
Coordinacion Fiscal) provides that participaciones federales used by states or municipalities may not be subject to
attachment or liens and, may not be assigned or subject to retention or withholding, except that they may be used to
satisfy payment obligations of such states and municipalities, provided they have the authorization of the state ’s congress
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and are registered with the SHCP in the Registry of Obligations and Loans of the States (Registro de Obligaciones y
Empréstimos de Entidades Federativas).

In addition, Article 4 of the Mexican Federal Code for Civil Procedure (Cédigo Federal de Procedimiento Civiles)
does not allowattachment prior to judgment or attachment in and of execution upon a judgment by a Mexican court
upon any of the assets of the federal, state or municipal governments. As a result, the ability to enforce judgment
againstsuch governments or agencies upon the occurrence of a default may be limited, and this could materially affect
ourbusiness, financial condition and results of operation. Furthermore, other factors such as defects in the perfection
of oursecurity interests, fraudulenttransfers by borrowers or a reduction in the valueor liquidity of the collateral may
impair ourability to recoveron our collateral. Accordingly, we can give no assurance that we will be able to realize
the full value of our collateral or realize it in a timely manner. Furthermore, many secured creditors may compete for
collateral granted by state or municipal governments, as participaciones federales are available, on a pro ratabasis, to
securedcreditors. Asaresult, lower recovery rates, asset quality deterioration and decreased value of collateral could
have a materialand adverse effect onour results of operations and financial position.

Liquidity andfunding risks are inherentto our business.

Liquidity riskis the risk that we either do not haveavailable sufficient financial resources to meet our obligations
as they fall due or can secure themonly at excessive cost. This risk can be heightened by a number of company-
specific factors, including over-reliance on a particular source of funding, changes in credit ratings or market-wide
phenomena such as market dislocation. While we have liquidity management processes designed to mitigate and
controlthese risks, unforeseen systemic market factors make it difficult to completely eliminate these risks. Adverse
and continued constraints in our liquidity, including interbank lending, has affected and may materially and adversely
affect the cost of funding our business, and extreme liquidity constraints may affect our current operations and our
ability to fulfill regulatory liquidity requirements, as well as limit growth possibilities. Disruptionand volatility in the
global financial markets could also have a material adverse effect on our ability to access capital and liquidity on
financial terms acceptable to us.

In the pastmany Mexican banks have suffered severe liquidity problems as a result of a financial crisis in Mexico,
particularly in connection with refinancing short-and medium-termU.S. dollar liabilities in the international capital
markets. No assurance canbe giventhatliquidity problems will not affect the Mexican banking systemagain or that
liquidity constraints will not affect us in the future. While we expect to be able to pay or refinance our projected
liabilities, no assurance can be given that we will be able to repay such liabilities or refinance such liabilities on
favorable terms.

We rely, and will continue to rely, primarily on customer deposits to fund lending activities. The ongoing
availability of this type of funding is sensitive to a variety of factors outside our control, such as general econormic
conditions and the confidence of customer depositors in the economy, in general, and the financial services industry
in particular, the availability and extent of deposit guarantees, and competition between banks for deposits. Any of
these factors could significantly increase the amount of customer depositwithdrawals in a short period of time, thereby
reducing our ability to access customer deposit funding on appropriate terms, or at all, in the future. If these
circumstances were to arise, this could have a material adverse effecton our operating results, financial conditionand
prospects.

We anticipate that customers in Mexico will continue in the near future to demand short-term deposits
(particularly demand deposits and short-term time deposits) and loans and that we will maintain our reliance on the
use of deposits asa source of funding. Theshort-termnatureofthis funding source could cause liquidity problens for
us in the future if deposits are not made in the volumes we expect or are not renewed. As of September 30, 2021,
55.1% of our local and foreign currency deposits had remaining maturities of one year or less or were payable on
demand. In the past, a substantial portion of such customer deposits have been rolled over upon maturity or maintained
with us (in the case of deposits payable on demand) and, as a result, such deposits have over time been a stable source
of funding. No assurance can be given, however, that customers will continue to roll over or maintain their deposits
with us. If a substantial number of our customers fail to roll over their deposits upon maturity or withdraw their
deposits, our liquidity position could be adversely affected, and we may be required to seek funding from more
expensive sources, affecting our financial conditionand results of operations.
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We are exposed to volatility in Peso exchangerates and interestrates in Mexico.

We are exposed tocurrency risk any time we hold an open positionin a currency other than Pesos and to interest
rate risk when we have an interestrate re-pricing gap or carry interest-earning securities having fixed real ornominal
interest rates. Pesoexchange rates and interest rates in Mexico have beensubject to significant fluctuations in recent
years. Because of the historical volatility in Pesoexchangerates and interestrates in Mexico, the risks associated with
such positions may be greater than in certain other countries. Exchange rates and interest rates have experienced
considerable volatility in recent years.

As of September 30, 2021, the expected shortfall associated with our financial instruments sensitive to both
domestic interest rates and foreign interest rates were U.S.$1.19 million (Ps.24.5 million) and U.S.$2.42 million
(Ps.49.8 million), respectively. Although we follow various risk management procedures in connection with our
trading and treasury activities, there can be no assurance that we will not experience losses with respect to these
positions in the future, any of which could have a material adverse effect on our results of operations and financial
position. See “Selected Statistical Information—Interest Rate Sensitivity of Assets and Liabilities” and “Risk
Management.” In addition, our foreign currency liabilities are subject to regulation by the Mexican Central Bank,
which imposes liquidity requirements in matching currencies, depending uponthe maturities of such liabilities.

Depreciation of the Peso may have an adverseeffect on usby, forexample, increasing in Peso terms the amount
of ourforeign currency-denominated liabilities and the rate of default among our borrowers or affecting our results of
operations when measured in U.S. dollar terms. It may also result, as in the past, in the implementation of exchange
controls that may impact our ability to convert Pesos into U.S. dollars or to transfer currencies outside of Mexico,
which may have a negative impact on our ability to pay our U.S. dollar-denominated liabilities and on our financial
condition.

As of December 31, 2019, the Peso had appreciated 4.00%, to Ps.18.8642 per U.S. dollar as compared to the
exchange rate of Ps.19.6512 per U.S. dollar as of December 31, 2018. As of December 31, 2020, the Peso had
depreciated 5.5%, to Ps.19.9087 per U.S. dollar as compared to theexchange rate of Ps.18.8642 per U.S. dollaras of
December 31, 2019. As of September 30, 2021 the Peso has appreciated to Ps.20.5623 per U.S. dollar. The Peso
continues to beaffected by uncertainty and volatility in the global markets. The Mexican governmenthas implemented
a series of measures to limit the volatility of the Peso. However, we cannot assure you that such measures will be
effective or maintained or how such measures will impact the Mexican economy.

In recent years, theovernight interbank rate in Mexico has been volatile, with historical closings at 4.25%, 7.25%
and 8.25% in 2020, 2019 and 2018, respectively. As a consequence of COVID-19 and other macroeconomic factors,
the Mexican Central Bank adjusted the overnight interbank rate to 4.00% as of February 12, 2021. As the pandemic
is being brought under control, theglobal economy is slowly recovering. Central banks have increased their overnight
interbank rate repeatedly. The Mexican Central Bank has adjusted it four times in 2021 (in June, August, September
and November) to 5.00%. International financial volatility and the external environment have had a negative impact
on the Mexican economy. Furthermore, geopolitical and economic uncertainty have affected macroeconomic
variables, suchas theexchange rate between U.S. dollars and Pesos.

A sustained increase in interest rates will also raise our funding costs and may reduce our loandemand, especially
among consumers. Rising interest rates may therefore require us tore-balance ourassetportfolio and our liabilities in
orderto minimize the risk of potential mismatches and maintain our profitability. In addition, rising interest rate levek
may adversely affectthe Mexican economy and the financial positionand repaymentability of our corporateand retail
borrowers, including holders of our credit cards, which, in turn, may lead to a deterioration in our asset quality.

In addition, the Mexican economy has suffered balance of payment deficits and shortages in foreign exchange
reserves in the past. While the Mexican government, for more than seventeen years, has not restricted the ability of
Mexican and foreign individuals or entities to convert Pesos to U.S. dollars, we cannot assure you that the Mexican
government will not institute restrictive exchange control policies in the future. To the extentthatany such restrictive
exchange control policies were to be instituted in the future in the event of shortages of foreign currency, our ability
to transfer or convertPesos into U.S. dollars and other currencies to s ervice our foreign currency obligations, including
the Notes, would be adversely affectedand foreign currency may not be available withoutsubstantial additional cost.
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Severe devaluation or depreciation of the Peso may also result in government intervention, as has occumed in
other countries, or disruption of international foreign exchange markets. While the Mexican government does not
currently restrict, and for many years has not restricted, the right or ability of Mexican or foreign persons or entities
to convert Pesos into U.S. dollars or totransfer other currencies outside of Mexico, the Mexican government has taken
such measures in the past and could institute restrictive exchange control policies in the future. Accordingly,
fluctuations in the value ofthe Peso againstthe U.S. dollar could havea material adverse effecton usand impair our
ability to make payments under the Notes.

We are subject to market and operational risks associated with derivative transactions, as well as structuring
risks and the risk that documentation will not incorporate accurately the terms and conditions of derivative
transactions.

We enterinto financial derivative transactions primarily forhedging purposes and, toa lesser extent, on behalf of
our customers. Accordingly, we are subject to market and operational risks associated with these transactions,
including basis risk (the risk of loss associated with variations in the spread between the asset yield and the funding
and/or hedge cost) and credit or default risk (therisk of insolvency or other inability of the counterparty to a particular
transactionto performits obligations thereunder).

Mexican courts have limited experience in dealing with issues related to derivativetransactions, as most disputes
have typically been resolved through negotiations among Mexican financial institutions. As a result, the outcomes of
disputes regarding derivatives reachingthe Mexican judicial systemare not fully predictable. Derivative transactions
are usually documented under ISDA master agreements or similar agreements that differ from agreements typically
used in the Mexican market, which further increases the unpredictability of their interpretation by Mexican courts.
Given that for certain of our financial derivative transactions the derivative market is not yet as developed in Mexico
as in other jurisdictions, there are added structuring risks and the risk that our documentation will not incorporate
accurately the terms and conditions of such derivative transactions.

Our ability to adequately monitor, analyze and report derivative transactions continues to depend, toa great extent,
on our IT systems and our ability to hire and retain qualified personnel, which further increases the risks associated
with these transactions and could have a material adverse effecton us.

We are subject to consumer laws that may limitthe activities of Mexican banks.

The Mexican National Commission for the Protection and Defense of Financial Service Users (Comision
Nacional para la Protecciony Defensa de los Usuarios de Servicios Financieros) (the “CONDUSEF”) has broad
powers to regulate our activities and activities of other Mexican banks, and is entitled to:

e order amendments to our standard form commercial banking documentation (such as loan and account
agreements), if CONDUSEF deems that provisions included in suchagreements are detrimental to users;

e orderthe attachment of ourassets for the benefit of our customers; and

o initiate class actions for the benefit of groups of customers.

CONDUSEF has broad and discretionary authority to take this and other similar actions, including the imposition
of laws and the publication of information, such as imposing fines that may be detrimental to our business and
reputation. Actions taken by CONDUSEF against us, whetheron an isolated or recurrent basis, may have a material

impacton us.

We may need additional capital inthe future and may not be able to obtain such capital on acceptable terms,
oratall.

In order to grow, remain competitive, enter into new businesses and meet regulatory capital adequacy
requirements, we may require additional capital in the future. Moreover, we may need toraise additional capital in the
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event of large losses in connectionwith any of our activities thatresult in a reduction of our shareholders’ equity. Our
ability to obtain additional capital in the future is subject to a variety of uncertainties, including:

o ourfuture financial position, results of operations and cash flows;

e any necessary government regulatory or corporate approvals;

e public health and economic consequences in Mexico and abroad of COVID-19;

o generalmarket conditions for capital-raisingactivities by commercial banks and other financial institutions;
e thetrading value of ourequity or debt securities in the secondary market;

e any reduction in our credit rating or the credit rating of our subsidiaries; and

e social,economic, politicaland other conditions in Mexico and elsewhere.

We may not be able to obtain needed capital in a timely manneroron acceptable terms orat all.

Downgrades inour credit ratings or those of any of our subsidiaries would increase our cost of borrowing and
negativelyimpact our abilityto raise new funds, attract deposits or renew maturing debt.

Our credit ratings are animportant componentofour liquidity profile. Among other factors, our credit ratings are
based on the financial strength, credit quality and concentrations in our loan portfolio, the leveland volatility of our
earnings, our capital adequacy and leverage, the liquidity of our balance sheet, the availability of a significantbase of
core retailand commercial deposits, and our ability toaccess a broad array of wholesale funding sources. Our lenders
and counterparties in financial derivative transactions are sensitive tothe risk ofa ratings downgrade. Changes in our
credit ratings would increase the cost of raising funds in the capital markets or of borrowing funds or could restrict
our participation in certain activities. In addition, our ability to roll over maturing debt may be more difficult and
expensive. There canbe no assurancethatratingagencies will maintain our current ratings or outlook.

In 2020, due to COVID-19 and consistent with Mexico’s sovereign credit rating downgrades, the three biggest
rating agencies took actionon Banorte’s ratings:

e S&P downgraded Banorte’s rating to BBB, from BBB+, for our long-term local and foreign currency debt
and to BB- from BB for our Junior Subordinated Securities, both ona globalscale.

e Fitch Ratings downgraded Banorte’s rating to BBB- (from BBB) on long and short term local and foreign
currency debt, on aglobalscale.

o Moody’s downgraded to Baal, from A3, our long-termlocal and foreign currency deposit, issuer and debt
ratings, on a global scale. In the same rating action, Moody’s affirmed our Aaa.mxMX-1 long- and short-
term Mexican National Scale ratings.

Our ability to compete successfully in the marketplace for deposits depends on various factors, including our
financial stability as reflected by our credit ratings. A downgrade in our credit ratings may adversely affect perception
of ourfinancial stability and our ability to raise deposits or obtain other funding, which could significantly affectour
business, financial conditions and results of operations.

We are exposed to risks faced by other financial institutions.

We routinely transact with counterparties in the financial services industry, including broker-dealers, commercial
banks, investment banks, mutual funds, hedge funds and other institutional clients. Defaults by, and even rumors or
questions aboutthe solvency of, certain financial institutions and the financial services industry generally have led to
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market-wide liquidity problems and could lead to losses or defaults by other institutions. Many of the routine
transactions we enter into expose us to significant credit risk in the event of default by one of our significant
counterparties. Concerns relating to the financial health of a number of European governments and the European
sovereign debtcrisis haverecently intensified, contributing to volatility of the capitaland credit markets, andthe risk
of contagion throughoutthe European financial system (in which the parentcompanies of some of our most important
competitors operate) and beyond the Eurozone remains, as a significant number of financial institutions throughout
Europe havesubstantial exposures to sovereign debtissued by nations which are under considerable financial pressure.
These liquidity concerns have had, and may continue to have, an adverse effect oninterbank financial transactions in
general. Should any of these nations default ontheir debt, or experiencea significant widening of credit spreads, major
financial institutions and banking systems throughout Europe could be destabilized. A default by a significant financial
counterparty, or liquidity problems in the financial services industry generally, could have a material adverse effect
on our business, financial positionand results of operation.

We are subject to significant competition from other banks, financial institutions and fintech companies in
providing financial services.

We face strong competition in all aspects of our business, including loan origination and growing our deposits
base. Thecompetitionin loan origination comes principally fromother Mexican and foreign banks, mortgage banking
companies, consumer finance companies, insurance companies, other institutional lenders and purchasers of loans and
recently fintech companies. We anticipate that we will encounter greater competition as we continue expanding our
operations in Mexico. A number of institutions with which we compete have significantly greater assets and capital,
name recognition and other resources. Certain of our competitors, such as multiple purpose financial companies
(sociedades financieras de objeto multiple) (“Sofomes™), are not financial institutions and, therefore, are not subject
to the supervision of regulatory authorities or to the extensive Mexican banking regulations to which we are subject,
including the requirementto maintain certain levels of capitaland reserves for loan losses. In addition, Mexico is the
country with the second most fintech companies in the region. The largest segment addressed by fintech companies
in Mexico is payments and remittances, accounting for 20% of total Mexican fintech companies, while companies
dedicatedto lendingactivities make up the second largestsegment. Dueto COVID-19, the number of Mexican fintech
startups increased more than 14%, especially in the digital banking and insurtech segments. With the recent growth
of fintech companies in the Mexican financial services sector, we are facing a different and more challenging
competitive environment. Due totheir legacy -free infrastructure and flexibility, fintech companies are gaining a “first
mover” advantage over traditional banks to enter the market with new and innovative solutions for Mexican businesses
and consumers. Although a regulatory framework for fintech companies has been recently developed by Mexican
authorities, low capital requirements, developing regulatory framework, and low administrative expenses applicable
to fintech companies help foster the development of the Mexican fintech ecosystem. As a result, certain of our
competitors may have advantages in conducting certain businesses and providing loans and other financial services.
Moreover, competition is likely to increase as a result of the entrance of new participants into the financial services
sector. The SHCP has granted a number of banking licenses for the establishment and operation of several new banking
institutionsand is likely to continue granting banking licenses to new participants.

In addition, legal and regulatory reforms in the Mexican banking industry have increased competition among
banks and other financial institutions. Various reforms to the Mexican Banking Law allow for the incorporation of
limited purpose banks (bancos denicho), which canonly engage in thoseactivities expressly authorized by the CNBV
and set forth in theirbylaws, and are subject to lesser regulatory requirements (including lower capital requirerents)
dependingon such authorized activities. Therefore, we could experience higher competition in certain sectors of our
businessshould the CNBV grant many limited-purpose banking licenses. We believe that the Mexican government’s
commitments to adopt accelerated regulatory reforms in, and the liberalization of, the Mexican financial industry have
resulted in increased competition among financial institutions in Mexico. As the reform to the financial sector
continues, foreignfinancial institutions, many with greater resources thanus, haveentered and may continue to enter
the Mexican market either by themselves or in partnership with existing Mexican financial institutions and conmpete
with us. There canbe noassurance thatwe will be able to compete successfully with such domestic or foreign financial
institutions orthat increased competition will not havea material adverse effecton our financial position or operating
results.
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An increase in competition ora more aggressive competition strategy by our competitors may force us to decrease
the rates at which we lend money or to pay higher interest rates to our creditors and bank depositors, which would
increase our interest expenses and reduce our net interest income and, consequently, adversely impact our financial
positionoroperating results.

In addition, if our customer service levels were perceived by the market to be materially below those of our
competitor financial institutions, we could lose existing and potential business. If we are not successful in retaining
and strengthening customer relationships, we may lose market share, incur losses on some or all of our activities or
fail to attract new deposits or retain existing deposits, which could havea material adverseeffect on us.

Our ability to maintain our competitive position depends, in part, on the success of new products and services
we offer our clients and our ability to continue offering products and services from third parties.

The success of ouroperations and our profitability depends, in part, on the success of new products and services
we offer our clients and our ability to continue offering products and services fromthird parties. However, we cannot
guarantee thatour new products and services will be res ponsive to clientdemands or successful oncethey are offered
to ourclients, orthat they will be successful in the future or that we will have the information systems, personnel or
innovative capacity sufficient to offer our clients the products and services they demand. In addition, our clients’ needs
or desires may change over time, and such changes may render our products and services obsolete, outdated or
unattractive and we may not be able to develop new products that meet our clients’ changing needs. If we cannot
respond in atimely fashion to the changing needs of our clients, we may lose clients, which could in turn materially
and adversely affect our business, financial positionand results of operation.

As we expand the range of our products and services, some of which may be at an early stage of developrent in
the Mexican market, we will be exposedtonewand potentially increasingly complexrisks and developmentexpenses,
with respect to which our experience and the experience of our partners may not be helpful. Ouremployees and our
risk management systems may not be adequate to handle suchrisks. In addition, the costof developing products that
are not launched is likely to affect ourresults of operations. Any orall of these factors, individ ually or collectively,
could have a material adverse effecton our business, financial position and results of operation.

Our increasing focus on individuals and small and medium-sized businesses could lead to higher levels of non-
performingloans and subsequent charge-offs.

Approximately 40.1% ofthe value of our total gross loan portfolio as of September 30, 2021 consisted of exposure
to individuals, while SMEs comprised approximately 4.7% of the value of the total gross loan portfolio as of
September 30, 2021. As part of ourbusiness strategy, we are seeking to further increase lending and other services to
individuals and SMEs, which are more likely to be adversely affected by downturns in the Mexican economy (such
as the recent downturn resulting from COVID-19) than large corporations and high-income individuals who have
greater resources. Consequently, we may experience higher levels of non-performing loans, which could result in
higher provisions for loan loss reserves, which in turn would negatively affectus.

For the nine-month period ended September 30, 2021, non-performing loans were Ps.9,311 million and total
charge-offsagainstourallowance for loan losses were Ps.11,030 million. Non-performing loans related to individuak
and SMEs represented 57.2% and 10.3%, respectively, of our total non-performing loans for the nine-month period
ended September 30, 2021, and 66.0% and 11.7%, respectively, for the nine-month period ended September 30, 2020.
Charge-offs related to individualand SME loans represented 92.2% and 6.8%, respectively, of ourtotal charge-offs
for the nine-month period ended September 30, 2021, and 64.4% and 13.1%, respectively, for the nine-month period
ended September 30, 2020.

Forthe yearended December 31, 2020, non-performing loans were Ps.8,580 million and total charge-offs against
our allowance for loan losses were Ps.19,672 million. Non-performing loans related to individuals and SMEs
represented 74.2% and 9.1%, respectively, of ourtotal non-performing loans for the yearended December 31, 2020,
and 50.4% and 18.5%, respectively, for the year ended December 31, 2019. Charge-offs related to individual and SME
loans represented 67.2% and 12.5%, respectively, of our total charge-offs for the year ended December 31, 2020, and
86.7% and 6.8%, respectively, forthe yearended December 31, 2019.
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Forthe yearended December 31, 2019, non-performing loans were Ps.12,392 million and total charge-offs against
our allowance for loan losses were Ps.15,692 million. Non-performing loans related to individuals and SMEs
represented 50.4% and 18.5%, respectively, of our total non-performing loans for the year ended December 31, 2019,
and 45.1% and 15.3%, respectively, for the year ended December 31, 2018. Charge-offs related to individual and SME
loans represented 86.7% and 6.8%, respectively, of our total charge-offs for the yearended December 31,2019, and
91.0% and 5.9%, respectively, forthe year ended December 31, 2018.

There can be no assurance that our levels of non-performing loans and subsequent charge-offs will not be
materially higherin the future and affect our financial condition and results of operations.

We are subjecttosubstantial regulation and changes to these regulationsmay further limit and adversely affect
us.

As afinancial institution, we are subject to extensive laws and regulations regarding our organization, operations,
lending and funding activities, capitalization, transactions with related parties, and taxation and other matters,
including regulation by the Mexican Central Bank, the CNBV and the SHCP. These laws and regulations inpose
numerous requirements on us, including the maintenance of minimum credit, market and operating -risk capital levels
and allowance for impairment losses, and otherwise regulate prohibited activities. The regulations also place
limitations on the fees, commissions and interest rates we charge, our business practices and practices relating to risk-
profile and sales of securities, money laundering, derivatives, rates charged, application of required accounting
regulations andtaxobligations. Statutes, regulations and policies to which we are subject, in particular those relating
to the bankingsector and financial institutions, may be changed at any time, and the interpretationandthe application
ofthoselaws and regulations by regulators is also subject to change. Many of theapplicable laws and regulations have
changed extensively in recentyears, with a negativeimpact on our financial condition.

Moreover, there may be future changes in the legal or regulatory systemor in the interpretation and enforcerrent
ofthe laws and regulations. In addition, the volume, granularity, frequency and scale of regulatory and other reporting
requirements necessitate a clear data strategy to enable consistent data aggregation, reporting and managemnent.
Inadequate management information systems or processes, including those relating to risk data aggregation and risk
reporting, could lead to a failure to meet regulatory reporting requirements or other internal or external information
demands, and we may face supervisory measures as a result.

One of the main aspects of the changes in recent years in the Mexican Banking Law approved by Congress
consists ofthe authority granted to the SHCP to conduct evaluations of Mexican banks. Negative or deficientresults
of evaluations may result in corrective measures being ordered, including a requirement that the bank presenta plan
to correct such deficiencies. The most recentevaluationwas conducted in 2018 and we received a positive evaluation,
no corrective measures were ordered. In the event thatwe receive a negative or deficientevaluation in the future, it is
uncertain what corrective measures may be ordered by the SHCP and whether the imposition of such measures may
have a materialadverse effecton ourbusiness.

In June 2014, the Mexican Supreme Court of Justice decided that federal judges have discretion to determine
whether or not an interest rate agreed in a promissory note is evidently excessive, violating an individual’s hurman
rights, and consequently establishinga reducedrate. The elements thejudge should take into account to determine if
a rate is evidently excessive are:

o thetype ofrelationship betweenthe parties;

o thequalification of the persons intervening in the subscription of the note and if the activity of the creditor is
regulated;

e thepurpose of the credit;
e theamountofthe loan;

e thetermoftheloan;
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o theexistence ofguaranties forthe paymentofthe loan;

o theinterestrates applied by financial institutions in transactions similar to the one under analysis, as a mere
reference;

o thevariation ofthe national inflation indexduring the termofthe loan;
e market conditions; and
e otherissuesthat may be considered relevant by the judge.

The mandatory and partly discretionary application of such criteria in the lawsuits affecting our portfolio could
have a materialadverse effecton theinterestrates we charge and on our operating results.

Changes in regulations may also cause us to face increased compliance costs and limitations on our ability to
pursue certain business opportunities and provide certain products and services. As some of the banking laws and
regulations havebeenrecently adopted, such as the regulations implementing Basel 111 in Mexico (described below),
the manner in which those laws and related regulations are applied to the operations of financial institutions is still
evolving. No assurance can be given generally that laws or regulations will be adopted, enforced or interpreted in a
manner that will not have a material adverse effecton our business and results of operations.

We are subject to capital adequacy requirements. Any failure by us to maintain this ratio will result in
administrative actions or sanctions which may affect our ability to fulfill our obligations, including losing our
banking license.

In December 2010, the Basel Committee reached an agreementon comprehensive changes to the capital adequacy
framework, known as Basel 1. A revised versionof Basel Il was published in June 2011. The Basel 11l framework
includes heightened capital standards reflecting increases in both the quality and quantity of the regulatory capital
base and enhancements to the risk coverage of the capital framework. Basel 1l also requires institutions to maintain
a capital conservation buffer above the minimum Capital Ratios in order to avoid certain capital distribution
constraints. The capital conservation buffer, to be comprised of common equity Tier 1 Capital, would result in an
effective Tier 1 Capital requirement of 6% of risk-weighted assets and other risks. In addition, Basel l11 directs national
regulatorstorequire certain institutions to maintain a Countercyclical Capital Supplementduring periods of excessive
credit growth. The Basel Il1 capital standards are intended to be implemented at the national level subjectto transitional
arrangements, with the principal requirements being phased in fromJanuary 2013 to January 2019 and the remaining
requirements fully effective in 2022. The CNBV issued amendments to the Mexican Capitalization Requirerrents,
which became effective onJanuary 1, 2013 and implemented Basel Il in all material respects.

As aresult ofthese amendments, in May 2016, as a bank of systemic importance, we were required by CNBVto
constitute a Systemically Important Bank Capital Supplement of 0.90% with Tier 1 Capital. Also, an initial
Countercyclical Capital Supplement of 0.001% was imposed. These Capital Supplements were required to be
implemented by us over a four-year period, to be constituted in four equal parts in December of each year, from
December 31, 2016 through December 31, 2019. Given our strong capital base, our Capital Ratios as of Septenber
30, 2021 are well above such Capital Supplement requirements.

In addition to the changes to the capital adequacy framework described above, the Basel Committee ako
published its global quantitative liquidity framework, comprising the LCR and Net Stable Funding Ratio (“NSFR”)
metrics, with the objectives of (1) promoting the short-term resilience of banks’ liquidity risk profiles by ensuring
they have sufficient high-quality liquid assets to survive a significant stress scenario; and (2) promoting resilience
overalongertermby creating incentives for banks to fund their activities with more stable sources of fundingon an
ongoing basis. The LCR was subsequently revised by the Basel Committee in January 2013, which included an
amended definition of high-quality liquid assets and a revised timetable for the phase-in of the standard from2015 to
2019, as well as some technical changes to some of the stress scenario assumptions. The final framework to be
established in Mexico could differ from Basel Il in certain respects. The LCR was implemented in December 2015.
In October 2014, the Basel Committee publishedthe final NSFR standard, which established a standard for banks to
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maintain a stable funding profile in relation tothe composition of their assets and off-balance sheetactivities. Thefirst
effective dateofthe NSFRunder the Basel Committee standard was January 1, 2018. A proposed disclosure standard
related to the NSFR was published in December 2014. During 2015, the CNBV and the Mexican Central Bank
modified general regulatory dispositions related to operational risk, counterparty risk, market risk, and credit risk.

At the beginning of 2018, the Mexican Central Bank proposed amendments to the Circular 3/2012, which
regulates capital instruments issued by Mexican banks and opened a public consultation period fromMay 4, 2018 to
May 31, 2018. On November 14, 2018 the finalamendments were published in the Official Gazette, including, among
others, changes such as the requirementto submit a transfer pricing study justifying interestrates applicable to capital
instruments and de minimis non-related party placement requirements, when the offering did not qualify as a public
offering.

The Basel Committee could adopt a new accord regarding minimum capitalization requirements that sets
conditions that are more restrictive for Tier 1 Capital or that raises the minimum capital ratios evenhigher. Changes
in laws and regulations issued by the CNBV in connection with the minimum capitalization requirements in
compliance with international banking standards may affect our financial condition and results of operations and the
treatment ofthe Notes of eachseries as part of our Tier 1 Capital.

The effective management of our capital position is importantto ourability to operate our business, to continue
to grow organically andto pursue our business strategy . However, as these changes to the regulatory capital framework
and other changes are implemented, or as future changes are considered or ad opted that limit our ability to manage
our balance sheet and capital resources effectively or to access funding on commercially acceptable terms, we may
experience a material adverse effect on our financial condition and regulatory capital position. In add ition, the
implementation and maintenance of enhanced liquidity risk management systems may result in significant costs, and
more stringent requirements to hold liquid assets may materially affect our lending business as more funds may be
required to acquire or maintain a liquidity buffer, thereby reducing future profitability.

Furthermore, we cannot predict the terms that will be included in implementing regulations in connection with
requirements to be satisfied in respect of lending activities to certain sectors of the economy. However, if the SHCP
determines, afteran evaluation, that we have notcomplied with applicable requirements, we may be forced to lendto
certain sectors ofthe economy or to certain persons that may not meet our credit quality standards, that we may not
know orthat are notacceptable credit risks, which in turnmay impact our financial condition and results of operations
and the quality of our assets. Moreover, if we were to fail any evaluation, publicity surrounding such failure may
impact our reputation, whichin turn may adversely impact our ability toconduct business in Mexico and our financial
conditionand results of operations.

Any legislative or regulatory actions and any required changes to our business operations resulting from such
legislation and regulations could resultin significant loss of revenue, limit our ability to pursue business opportunities
in which we might otherwise consider engaging, affect the value of assets that we hold, require us to increase our
prices and therefore reduce demand for our products, impose additional costs on us or otherwise adversely affectour
businesses. Accordingly, there can be no assurance that future changes in regulations or in their interpretation or
application willnot adversely affect us.

We are subject to regulatory inspections, examinations, inquiries and audits that could result in intervention,
sanctions andother penaltiesby our regulators and supervisors.

We are subject to comprehensive regulation and supervision by U.S. and Mexican regulatory authorities. The
Mexican regulatory authorities include the Mexican Central Bank, the CNBV, the IPAB and the SHCP. See “The
Mexican Financial System.” These regulatory authorities have broad powers to adopt regulations and other
requirements that affect all aspects of our capitalization, organization and operations, including changes to capital
adequacy and reserve requirements, compliance with rules relating to secrecy, theimposition of anti-money laundering
measures and the authority to regulate the terms of products, including the interest rates we charge and the fees we
collect in exchange for services. Moreover, Mexican and U.S. financial regulatory authorities possess significant
powers to enforce applicable regulatory requirements, including the imposition of fines, requiring that new capital be
contributed, inhibiting us frompaying dividends to shareholders or paying bonuses toemployees, or the revocation of
licenses to operateour business (including our banking or broker-dealer licenses).
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Furthermore, in the event we encounter significant financial problems or become insolvent or in danger of
becoming insolvent, Mexican banking authorities would have the power to take over our managementand operations.
See “Supervision and Regulation.”

As notedabove, our business and operations are subject to increasingly significantrules and regulations that are
required to conduct banking and financial services business. These apply to our business operations, affect our
financial returns, include reserve and reporting requirements, and set forth conduct of business regulations.

The regulators seek to maintain the safety and soundness of Mexican financial institutions with the aim of
strengthening the protection of customers and the financial system. The continuing supervision of financial institutions
is conducted through a variety of regulatory tools, reports, visits to firms and regular meetings with managernent to
discuss issues such as performance, risk management and strategy. In general, regulators in Mexico have a more
outcome-focused approach that involves more proactive enforcement and more punitive penalties for infringement,
including intervening in institutions and restricting dividends or bonuses toemployees. As a result, we face significant
high levels of supervisory scrutiny (resulting in increasing internal compliance costs and supervision fees) and in the
event ofabreach of our regulatory obligations we may face significant regulatory fines.

Some ofthe regulators focus primarily on consumer protection, including a focus onthe designand operation of
products, the behavior of customers and the operation of markets. Applicable regulations may prevent institutions
such asours fromproviding products to customers until changes are made to address the regulators’ views on potential
detriment to consumers. Regulations require us to be in compliance across allaspects of our business, including the
training, authorizationand supervision of personnel, systems, processes and documentation. If we fail to comply with
the relevant regulations, we may face adverseimpacts on our business fromsanctions, fines or other actions imposed
by the regulatory authorities, including therevocation of our authorization and the intervention in our operations.

Furthermore, customers of financial services institutions, including our customers, may seek redress if they have
suffered loss as a result of an offered product, or through incorrect application of the terms and conditions of a
particular product.

Given the inherent unpredictability of litigation and judgments by the relevant authorities, it is possible that an
adverseoutcome in some matters could harmour reputation or havea material adverse effect on our operating results,
financial condition and prospects arising fromany penalties imposed or compensation awarded, together with the
costs of defending such an action, thereby reducing our profitability.

Furthermore, pursuant to Mexican case law (jurisprudencia), which is binding to tribunals in the first circuit
(tribunales colegiados en el primer circuito) only in respect of criminal matters in which a banking institution acts as
auxiliary authority to immobilize or seize bankaccounts, a Mexican banking institution may be deemedas responsible
authority (autoridad responsable) for purposes of an amparo suit (juicio de amparo), which may imply that certain
actions taken by a Mexican banking institution may be suspended or revoked by a court in an amparo suit, among
other potential results. Even if, pursuantto Mexican law and the aforementioned case law, a Mexican banking
institution is only deemed as responsible authority in an amparo suit when (i) such institution acts in a manner
equivalentto agovernmental authority, (ii) affects rights of individuals, and (jii) its functions are determined by law,
such case law allows each courtto interpret and decide subjective elements in connection with the determination of a
bank as a responsible authority under an amparo suit. The characterization of a Mexican banking institution, under
certain circumstances, as responsible authority may subjectsuch institutions to the provisions ofthe Mexican Ley de
Amparo, which effects and consequences are still unknown, and may increase the regulatory charges applicable to,
and affect the activities of the Bank. Recentnon-binding Mexican judicial criteria (tesis aisladas) have set forththat,
if abanking institutionis acting in its ordinary course of business, it cannot be deemed as a responsible au thorityunder
the Mexican Ley de Amparo.

We may be subject to future Mexican government restrictionson interest rates, fees and commissions or
changesinallowancefor loan loss requirements.

A portion of ourrevenues and operating cash flow is generated by the interest rates, fees and commissions that
we charge to our customers, and any limitations or requests foradditional information relating to interest rates, fees
and commissions thatwe charge may have a materialadverse effecton us. In Mexico, the Law for the Protectionand
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Defense of Financial Services Users (Ley de Protecciény Defensa al Usuario de Servicios Financieros) does not
impose any specific limit on the interest rate that a bank may charge, subject to certain exceptions. However, under
the Law for the Transparency and Ordering of Financial Services (Ley para la Transparenciay Ordenamiento de los
Servicios Financieros), the Mexican Central Bank has broad authority to determine that reasonable competitive
conditions do not exist and to issue temporary regulations that relate to interest rates, fees and commissions. In
addition, the Mexican Central Bank has broad authority toissue regulations in respect of credit and debit cards, checks,
fund transfers and other means of payment, as a means to ensure competition, free access, no discrimination and
protection of the interest of users.

After informal discussions led by the Senate’s majority party leader to limit fees and commissions charged by
banks, as of the date of this offering memorandum, the Mexican Congress and Mexican regulators (including the
Mexican Central Bank) have not yet formally proposed any specific legislation to limit the interest rates we may
charge. Some banks have reacted by lowering or eliminating some of their fees. We cannot predict what impact the
issuance of any such regulations may have on our business and results of operations, although it is likely to require
amendments to the way in which we operate and may adversely impact our financial results.

Our bankinglicense may be revokedby the CNBV.

Under the Mexican Banking Law, the CNBV may revoke our banking license upon the occurrence of certain
events, including:

o ourfailure to comply with any minimum corrective measures ordered by the CNBV;

e our failure to comply with the minimum Capital Ratios required under the Mexican Banking Law and the
Mexican Capitalization Requirements;

e our failure to pay certain of our debts or to comply with our obligations with one or more participants in
clearing systems orwith ourdepositors; or

e our failure to comply with restrictions on certain types of transactions prohibited by the Mexican Banking
Law.

If the CNBV were to revoke our banking license, our business, results of operations and financial condition would
be materially and adversely affected. See “Supervisionand Regulation.”

Allowances for loan losses in Mexico differ from those applicable to banks in the United States and certain
other countriesand are subject to change from time to time.

Except for Government Loans and loans to certain Mexican development banks guaranteed by the federal
government and the Mexican Central Bank, we are required to classify each loan or type of loan according to an
assessment of risk based on criteria setforth by Mexican banking regulations, and to establish corresponding reserves.
Mexican banking regulations relating to loan classification and determination of allowance for loan losses are
generally different than those applicable to banks in other countries, including the United States. The criteria to
establish reserves include both qualitative and quantitative factors and involve certain discretionary determinations.

We may be required or deem it necessary to increase our allowances for loan losses in the future, as a result of
changes in CNBV rules or for other reasons. Moreover, the CNBV could further change accounting regulations for
determination of allowance for loan losses or the methodology to measure credit risk of government institutions, which
could require asubstantial increase in ourallowances, and could result in an adverse effectto our business, financial
conditionand results of operations.

Future mergersor acquisitions of financial institutions could disrupt our operations.

GFNorte acquired Bancentroin 1996, Banpais in 1997, Bancrecer in December 2001, INB in 2006, UniTeller in
2006, Motran in 2007, IXE in 2011 and GFInterin 2018. The combination of two independentbusinesses is typically
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a complex and costly time-consuming process. We faced difficulties and delays in the integration of the banking
operations of certain of these entities that affected our performance by diverting our management’s attention and
human resources. Wecould facesimilar problems if we engage in similar transactions in the future. In addition, future
acquisitions may require us to operate in markets that are newto us and may subjectus toregulatory arrangements in
other countries with which we havenothad prior experience.

Such transactions and the possibility ofa new merger, acquisition or other business combinationinvolving us is
likely to entail risks, including diversion of management attention and of human resources, unknown or unforeseen
liabilities relating to the counterparty, difficulty in integrating and managing new or combined operations, labor unrest
and loss of key personnel.

We depend onour retention of certain key personnel and on our ability to hire additional key personnel and
maintain good labor relations.

We depend on our executive officers and key employees. In particular, our senior management has significant
experience in the banking, financial services and pension fund management businesses, and the loss of any of our
executive officers, key employees or senior managers could negatively affect our ability to execute our business
strategy.

We depend on our continuing ability to identify, hire, train and retain other qualified sales, marketing and
managerial personnel. Competition for such qualified personnelis intense and we may be unable to attract, integrate
or retain qualified personnel at levels of experience or compensation that are necessary to sustain or expand our
operations. Our businesses could be materially and adversely affected if we cannot attract these necessary personnel.

In addition, as of September 30, 2021, approximately 33% of our employees were unionized, and we could incur
higherongoing labor costs and disruptions in our operations in the eventofastrike or other work stoppage.

We are subject to litigation and other legal, administrative and regulatory proceedings.

We are regularly partyto litigation and other legal proceedings relating to claims resulting fromour operations in
the normal course of business. See “Business—Litigation and Regulatory Proceedings.” Litigation is subject to
inherent uncertainties, and unfavorable rulings may occur. Furthermore, the current regulatory environment, which
has resulted in an increased supervisory focus on enforcement, combined with uncertainty about the evolution of the
regulatory regime, may lead to material compliance costs and subjectus to regulatory enforcement actions, fines and
penalties. See Note 35 to our Audited Consolidated Financial Statements and Note 25 to our Unaudited Condensed
Consolidated InterimFinancial Statements.

We cannot assure you that these or other legal, administrative and regulatory proceedings will not materially and
adversely affect our ability to conduct our business in the manner that we expect or otherwise adversely affect our
results of operations and financial positionshould an unfavorable ruling occur.

Our business relies heavily on data collection, processing and storage systemsin order for our internal control
systems and other operating systems to function properly.

Our businessis dependent on our ability to timely collect and process a large volume of financial and other
information across numerous and diverse markets and products at our various locations or branches, at a time when
transaction processes have become increasingly complex The proper functioning of ourinternal control, accounting
and data collection and processing systems is critical to our business. A partial or complete failure of any of these
systems could materially and adversely affect our decision making processes and the functioning of our risk
management and internal control systems, as well as our timely response to changing market conditions. If we cannot
maintain an effective data collectionand management system, our business operations, financial position and results
of operations could be materially and adversely affected.

Furthermore, we depend on information systems to operate our website, provide information to custorrers,
process transactions, respond to customer inquiries on a timely basis and maintain cost-efficientoperations. We may

57



experience operational problems with our information systems as a result of system failures, viruses, computer
“hackers” or other causes. Any material disruption or slowdown of our systems could cause information, including
data related to customer requests, to be lost orto be delivered to our clients with delays or errors, which could reduce
demand for our services and products or result in loss of customers, and could materially and adversely affect our
financial positionandresults of operations.

If we fail to adequately protect personal information, our business, financial condition and operating results
could be adversely affected.

A wide variety of state, national, and international laws and regulations apply to the collection, use, retention,
protection, disclosure, transferand other processing of personal data. These data protection and privacy -related laws
and regulations are evolving and may result in increasing requirements and public scrutiny and escalating levek of
enforcement and potential sanctions for violations. In July 2010, the Mexican government enacted the Federal Law
for Protection of Personal Data Held by Private Persons (Ley Federal de Proteccion de Datos Personalesen Posesion
de los Particulares), which requires us to ensure the confidentiality of information received from clients. Although
we have modified our processes, procedures and systems as required to implement this law, including procedures to
supervise our activities thereunder, we can provide no assurances as to how this legislation will be interpreted and
how strictly it will be enforced by Mexican authorities. An unfavorable interpretation and enforcement of this
legislation could have a material adverse effect on us, including increasing our operating costs and subjecting us to
fines and penalties in the event of violations of the provisions of such law.

We dependon ourability to effectively improve or upgrade our IT infrastructure and management information
systemsinatimely manner.

Our ability to remain competitive in the markets in which we operate depends in part on our ability to upgrade
our IT infrastructure onatimely and cost-effective basis, through continuous investment. Our opening of new offices
and branches requires us to improve our IT infrastructure and to maintain and upgrade our software and hardware
systems and back-office operations.

Additionally, any failure or interruption in the improvement, development and expansion of our information
systems could result in adelay in ourability to respond to the demands of our customers, our ability to manage risk,
or defects in ourservice. This could adversely affectour customers or our reputation for reliability.

Any failure to effectively improve or upgrade our IT infrastructure and management information systens in a
timely mannerand ourability to achieve theexpected results fromouralliance with IBM ’s outsourced services could
materially and adversely affect our competitiveness, financial position and results of operations, and result in losses
for our customers, resulting in liabilities forus.

We are subject to the risk of cybersecurity incidents and attacks that could resultin a loss of customer data
and other sensitive information, financial theft and regulatory penalties.

Cybersecurity incidents against us, our business partners, customers, vendors, or other third parties could result
in a loss of customer data and other sensitive information, as well as financial theft. In addition, cyber-attacks could
give rise to the disablement of our IT systems, or those of our third-party vendors, used to service our business
operations and customers. As attempted attacks continue to evolve in scope and sophistication, we may incur
significant costs in ourattemptto modify orenhance our protective measures againstsuch attacks, or to investigate or
remediate any vulnerability or resulting breach, or in communicating cybersecurity incidents to our customners.
Furthermore, remote working resulting from COVID-19 has increased our cybersecurity risks, given the greater use
of computer networks outside the corporate environment. If we fail to effectively manage our cybersecurityrisk, e.g.,
by failing to update our systems and processes in response to new threats, this could harmour reputationand adversely
affect our operating results, financial condition and prospects through the payment of customer compensation, loss of
customers, regulatory penalties and fines and/or through the loss of assets.

We have beenand continueto be subjectto a range of cyber incidents, suchas denial of service attacks, intrusion
attempts through email malware attachments, ATM hacks, credit card and debit card fraud, attacks via third -party
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platforms we utilize and phishing. Forexample, in March 2015, we detected that a third party had gained unauthorized
access to certain customer records, although no sensitive information was compromised. Also, on April 26, 2018, we
became aware that an unauthorized third party had interfered with the platformwe use to connectto the SPEI interbank
banking system (Sistema de Pagos Electrénicos Interbancarios, the “SPEI”), an electronic funds transfer system
owned and operated by the Mexican Central Bank. The unauthorized third party used our connection as well as other
banks’ connections to the SPEI to originate phantompaymentorders to accounts atother banks. On the same date, we
reported the suspicious transactions to the Mexican Central Bank and we were disconnected fromthe SPEI to prevent
further fraud. The contingency procedures we were required to use thereafter resulted in slower processing times and
difficulties in the settlement of payment transfers for some of our clients fora period of approximately fifteen days.
We identified that over 500 fraudulent operations were carried out. Other Mexican banks and brokerage firms were
also subject to similar attacks. While we have implemented several mitigation and preventive measures to reinforce
our cybersecurity and to comply with the Mexican Central Bank’s regulatory security requirements and we were
authorized to reconnect to the SPEI in October 2018, the forensic analysis consultant we retained to investigate the
incident was unable to determine the root cause of the intrusion. Many of the o perating expenses and losses incuned
by us in connection with this incident were covered by our insurance policies.

We cannot assure that cybersecurity incidents and attacks will not cause a material adverseeffect in the future.

Our Financial Statements have been prepared and are presented in accordance with Mexican Banking GAAP,
whichissignificantly differentfrom U.S. GAAP.

Our Financial Statements included in this offering memorandum have been prepared and are presented in
accordance with Mexican Banking GAAP. Significant differences exist between Mexican Banking GAAP and U.S.
GAAP which are material to our Financial Statements and other financial information included in this offering
memorandum. See “Annex A — Significant Differences Between Mexican Banking GAAP and U.S. GAAP.” We have
made no attempt to identify or quantify the impact of those differences in this offering memorandum. In making an
investment decision, you must rely upon your own examination of us, the terms of this offering and the financil
information included in this offering memorandum. You should consult your own professional advisors for an
understanding of the differences between Mexican Banking GAAP and U.S. GAAP and how those differences might
affect the financial information included in this offering memorandum.

We may not be able to detect money laundering and other illegal or improper activities fully or on a timely
basis, which couldexpose usto liability and harm our business.

We are required to comply with applicable anti-money laundering and anti-terrorismlaws and other regulations
in the jurisdictions in which we operate. These laws and regulations have become stricter and require us, among other
things, to adopt and enforce “know your customer” policies and procedures and to report suspicious and large
transactions to the applicable regulatory authorities. These laws and regulations have become increasingly complex
and detailed, require improved systems and sophisticated monitoring and compliance personneland have becorre the
subject of enhanced government supervision. Recent rules have been adopted in Mexico restricting the ability of
Mexican banks to receive currencies in physical form, in exchange for foreign exchange and other similar transactions.
See “Supervision and Regulation—Money Laundering Regulations.”

While we have adopted policies and procedures aimed at detecting and preventing the use of our banking network
for money laundering activities and by terrorists and terrorist-related organizations and individuals generally, such
policies and procedures have in some cases only been adopted recently and may not completely eliminate instances
where we may be used by other parties to engage in money launderingand other illegal orimproper activities. To the
extent we fail to fully comply with applicable laws and regulations, the relevant government agencies to which we
report havethe powerandauthority to impose fines and other penalties on us, including therevocation of our license.
In addition, our business and reputation could suffer if our infrastructure is used for money laundering or illegal or
improper purposes andsome of our operations could be suspended by regulatory authorities. Any of these situations
could have a materially adverseeffect on our business, financial position or results of operations.

In addition, while we review our relevant counterparties” internal policies and procedures with respect to such

matters, we, to a large degree, rely upon our relevant counterparties to maintain and properly apply their own
appropriate anti-money laundering procedures. Such measures, procedures and compliance may not be completely
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effective in preventing third parties fromusing our (and our relevant counterparties’) operations as a conduit for money
laundering (including illegal cash operations) without our (and our relevant counterparties”) knowledge. If we are
associated with, oreven accused of beingassociated with, or become a party to, money laundering, then our reputation
could suffer and/or we could become subject to fines, sanctions and/or legal enforcement (including being added to
any “blacklists” that would prohibit certain parties from engaging in transactions with us), any one of which could
have a material adverse effecton our reputation, business, financial condition or results of operations.

We are subject to actions taken by the Mexican Antitrust Commission in respect of the Mexican financial
sector or our business.

On January 16, 2014, the Mexican Antitrust Commission formally beganan investigation regarding the Mexican
financial sector. As part of the financial reform that became effective as of January 2014, the Mexican Antitrust
Commission was instructed by the Mexican Congress to investigate competitionin the Mexican financial sector. On
July 9, 2014, the Mexican Antitrust Commission published the full investigation work paper and its official report
pursuant to which the plenary of the Mexican Antitrust Commission reported the background, considerations and
general concepts of the Mexican financial sector used for the investigation, and issued 36 recommendations for the
improvement of competition such industry. Although such recommendations are not legally binding, the Mexican
Antitrust Commission has authority to begin, at any time, a specific investigation for alleged antitrust practices by any
financial institution, including us, which could have a material adverse effect on our reputation, business, financial
condition or results of operations. As of the date of this offering memorandum, no such investigations have
commenced.

We are subject to the Mexican Federal Anticorruption Law in Public Contracting, the U.S. Foreign Corrupt
Practices Act andsimilar worldwide anti-bribery laws.

In July 2016, as part of the historic constitutional reform which created the National Anticorruption System
(Sistema Nacional Anticorrupcion) (“SNA”), the Mexican Congress approved a group of laws that comprises the legal
framework that will ensure the implementation of the public strategies and policies for fighting corruption and
impunity. The objective of this reformis to achieve full coordination of efforts fromthe federal, state and municipal
governments, and thegovernmentof Mexico City, in order to prevent, investigate and p unish administrative violations
and corruptpractices by public officers, companies and individuals.

For the operation ofthe SNA, the Mexican Congress approved the General Law on the National Anticorruption
System(Ley General del SistemaNacional Anticorrupcion), the Federal Anticorruption Law on Public Contracts (Ley
Federal Anticorrupcién en Contrataciones Publicas), the General Law on Administrative Accountability (Ley
General de Responsabilidades Administrativas) and the Organic Law of the Federal Tribunal of the Administrative
Justice (Ley Orgéanicadel Tribunal Federal de Justicia Administrativa). In addition, it approved the Law on Auditing
and Accountability of the Federation (Ley de Fiscalizaciony Rendicién de Cuentas de la Federacion), and
amendments on internal controls of the federal executive branch to the Organic Law of the Federal Public
Administration (Ley Organicade la Administracion Publica Federal), to the Fiscal Coordination Law (Ley de
Coordinacion Fiscal) and to the General Law for Governmental Accounting (Ley General de Contabilidad
Gubernamental).

There can be no assurance that our internal control policies and procedures will protect us from reckless or
criminal acts committed by ouremployees or agents. Violations of these laws, or allegations of such violations, could
disrupt our business and could have a material adverse effect on our reputation, business, financial condition or results
of operations.

We may be requiredto make significant contributions to the IPAB.

Under Mexican law, banks are required to make monthly contributions tosupport the operations ofthe IPAB, in
an amount equal to one-twelfth of 0.4% (the annual rate) multiplied by the average of certain liabilities minus the
average of certain assets. The IPABwas created in January 1999 to manage the bank savings protection systemand
regulate the financial support granted to banks in Mexico. Mexican authorities impose regular assessments on banking
institutions covered by the IPAB for funding.
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We contributed Ps.3,630 million, Ps.3,297 million, Ps.3,149 million and Ps.2,634 million to the IPAB during
2020, 2019, 2018 and 2017, respectively. In the event that the IPAB’s reserves are insufficient to manage the bank
savings protection systemand provide the necessary financial support granted to troubled banking institutions, the
IPAB maintains the discretionary right to require extraordinary contributions to participants in the system. Any such
requirement can be a result of a multitude of circumstances, cannot be predicted and could adversely affect our
business, financial condition or results of operations.

The U.S. federal incometax consequences of investing inthe Notes arenot certain.

No authority directly addresses the U.S. federal income tax characterization of securities like the Notes. The
determination of whetheran obligation represents debt, equity, or some other instrumentor interestis based onall the
relevant facts and circumstances. Despite the fact that the Notes are denominated debt, the Bank intends to treat the
Notes as equity interests in the Bank for U.S. federal income tax purposes. However, the Bank’s characterization of
the Notes is not binding on the Internal Revenue Service (the “IRS”), and noassurance can be giventhat the IRS will
notassert, oracourt would not sustain, a contrary position regarding the characterization of the Notes. U.S. Holders
should consult their own independent taxadvisors regarding the characterization of the Notes for U.S. federal income
tax purposes. See “Taxation— United States Federal Income Tax Considerations — Characterization ofthe Notes.”

Depending uponthe value and the nature of our assets and the amount and nature of our income over time,
we could be classified as a passive foreign investmentcompany for U.S. federal income tax purposes.

Despite the fact that the Notes are denominated as debt, the Notes should be treated as an equity interest in the
Bankfor U.S. federal income taxpurposes (see “Taxation— Certain United States Federal Income Tax Considerations
— Characterization of the Notes” below). The Bank will be classified as a passive foreign investment company
(“PEIC™) in any taxable year if either: (a) 50% or more of ourassets (determined on the basis of a quarterly average)
are “passive assets” (assets that produce orare held for the production of passive income) or (b) 75% or more of our
gross income for the taxable year is passive income. The application of the PFIC rules is subject to uncertainty in
several respects. Banks generally derive a substantial part of theirincome fromassets thatare interest bearing or that
otherwise could be considered passive under the PFIC rules. However, the IRS has issued guidancethatexclude from
passive income any income derived in the active conduct of a banking business by a qualifying foreign bank (the
“active bank exception™). If we are a PFIC for any taxable year during which a U.S. Holder (as defined under
“Taxation—Certain United States Federal Income Tax Considerations”) held any series of Notes, the U.S. Holder
might be subjectto increased U.S. federal income taxliability and to additional reporting obligations. We do notintend
to provide the information necessary forthe U.S. Holder to make a qualified electing fund election with respect to any
series of Notes. U.S. Holders should consult their own independenttaxadvisors regarding the application of the PFIC
rules to an investmentin the Notes or any series. See “Taxation—United States Federal Income Tax Considerations—
PFICRules.”

While not entirely clear, payments under the Notes may be subject to withholding tax pursuant to the U.S.
Foreign Account Tax Compliance Act.

Pursuant to certain provisions of the Code, commonly knownas FATCA, a “foreign financial institution” may be
required to withhold on certain payments it makes (“foreign passthru payments™) to persons that fail to meet certain
certification, reporting, or related requirements. The Bank is a foreign financial institution for these purposes. A
number of jurisdictions (including Mexico and the Cayman Islands) haveentered into, or have agreed in substanceto,
intergovernmental agreements with the United States toimplement FATCA (“IGAs”), which modify theway in which
FATCA applies in their jurisdictions. A foreign financial institution in an IGA jurisdiction would generally not be
required to withhold under FATCA oran IGA from payments that it makes. Certain aspects of the application of the
FATCA provisionsand IGAs to instruments suchas the Notes, including whether withholding on “foreign passthru
payments” would ever be required pursuantto FATCA or an IGA on instruments such as the Notes, are uncertain.
Even if withholding were required or relevant for the Bank pursuant to FATCA oran IGA with respect to payments
oninstruments suchas the Notes, suchwithholdingwould notapply before the date thatis two years after the date of
the publication of final Treasury Regulations defining the term “foreign passthru payments.” Holders should consult
their own tax advisors regarding how these rules might apply to their investmentin the Notes. In the event any
withholdingwould be required pursuant to FATCA oran IGA with respect to payments on the Notes, neither the Bank
norany other payingagentwill be required to pay additionalamounts as a result of the withholding.
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Risks Relating to Mexico

We are subject to economic and political developments in Mexicothat could affect Mexican economic policy
and our business.

We are a Mexican bank and most of our operations and assets are located in Mexico. As a result, our business,
financial condition and results of operations may be affected by the general condition of the Mexican econory,
changes in Mexico’s GDP, per capita disposable income, unemployment rates, the devaluation of the Peso as
compared to the U.S. dollar, price instability, inflation, changes in oil prices, interestrates, regulation, taxation, social
instability, acts of terrorism, disease outbreaks, such as COVID-19, and other political, social and economic
developments in or affecting Mexico over which we have no control. Decreases in the growth rate of the Mexican
economy, periods of negativegrowth or reductions in disposable income may result in lower demand for our services
and products. The Mexican governmentcutspending in responseto a downward trend in international crude oil prices,
and it may further cut spending in the future. These cuts could adversely affect the Mexican economy and,
consequently, our business, financial condition, operating results and prospects.

Ourrevenues are subjecttorisk of loss fromunfavorable political and diplomatic developments, social instability,
and changes in governmental policies, including expropriation, nationalization, international ownership legislation,
interest-rate caps and tax policies. As a result, the actions of the Mexican government concerning the econormy and
regulating certain industries, including the banking sector, could have a significant effect on Mexican private sector
entities, including us, and on market conditions, prices and returns on Mexican securities, including our securities.

The President of Mexico has announced an electricity reformbill that has created uncertainty among electricity
producers and potential investors. As ofthe date of this offering memorandum, the new governmenthas not assigned
any new project. We cannot predict exactly if there will be changesin Mexico’s economic and governmental policy
that positively or negatively affect our business, financial positionand results of operations.

Political events in Mexico may significantly affect Mexican economic policy and, consequently, our operations
and financial condition. Presidential and federal congressional elections in Mexico were held on July 1, 2018, which
resulted in achange in administration and theruling party. Andrés Manuel L6pez Obrador, the leader of the political
party known as Movimiento Regeneracién Nacional (Morena), was elected President of Mexico and the coalition
known as Juntos Haremos Historia, conformed by Morena, Partido del Trabajo and Partido Encuentro Social,
obtained the majority in both chambers of the Mexican Congress (Congreso de la Uni6n de los Estados Unidos
Mexicanos) and in 17 of the 32 state-level Congresses that exist. The elected members of the Mexican Congress took
office on September1,2018 and Andrés Manuel Lopez Obradortook over the Mexican presidency on December 1,
2018. The President’s termwill expire on September 30, 2024. In addition, mid-term elections were held in Mexico
onJune 6,2021. Races were held for 15 out of 32 governorships, the full 500 seats of the Lower House at the federal
level, 30 of 32 state Congresses, as well as a significant number of positions at the local level. Morena prevaikd in
most of the governorship races. We cannot provide any assurances that political developments in Mexico will not
have an adverse effect on the Mexican economy or the banking industry and, in turn, in our business, results of
operations and financial condition.

Informal discussions led by the Senate’s majority party leaderto limit certain fees and commissions charged by
banks took place during the first 100 days of the newadministration, causing high uncertainty over the final outcome
ofthese discussions. In addition, during his campaign, Andrés Manuel Lopez Obrador proposed, among other things,
his desire to modify and/or terminate certain structural reforms. As of the date ofthis offering memorandum, a new
education reformwas approved by Congress and ratified by the legislative authorities of 22 states. In addition, the
administration canceled the New Mexico City Airport (Nuevo Aeropuerto Internacional de la Ciudad de México)
project, and has announced the kickoff of the main infrastructure projects that were promised during campaign
(including a newrefinery at Dos Bocas, the “Mayan train”, and the construction ofa newairport in Santa Lucia). In
March, 2020, the Mexican government also carried out a popular consultation (or referendum) with respect to the
constructionand developmentofa brewing facility by Constellations Brand in Baja California, Mexico. Based on the
results, thegovernmentdecidedto cancel the project.
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Severalinvestors and credit rating agencies are still cautious about the new administration’s policies, which could
contribute to a decrease in the Mexican economy’s resilience in the event of a global economic downturn. Such
concentration of powerandany instability in Mexican politics oreconomy as a result of the above can have a negative
impact on our business, financial position or operating results. The extent of such impact cannot be accurately
predicted.

On June 5, 2019, Fitch Ratings downgraded Mexico’s sovereign debt, which reflects anassessment of the overall
financial capacity of the governmentof Mexico to pay its obligations and its ability to meet its financial commitments
as they become due, from BBB+ to BBB citing increased risk due to PEMEX’s deteriorating credit profile and
weakness in the macroeconomic outlook due to, among other things, trade tensions. In addition, Moody ’s changed its
outlookon Mexico’s A3rating fromstable to negative. The same day, Fitch Ratings downgraded Mexico’s state oil
company, PEMEX, from BBB- to BB+, citing insufficient investmentto restore declining production. On March 26,
2020, S&P downgraded its credit rating for Mexico’s sovereign debt from BBB+ to BBB (negative outlook).
Moreover,on April 3, 2020, Fitch Ratings downgraded PEMEX from BB+ to BB, citing the continued deterioration
of its stand-alone credit profile amid the downturn in the global oil and gas industry, Fitch Ratings’ lower oil price
assumptions and the weakening credit linkage between Mexico and PEMEX and, on April 15, 2020, Fitch Ratings
revised its rating of Mexico’s sovereign debt from BBB to BBB- (stable outlook). Finally, on April 17,2020, Moody’s
downgradedits ratings of PEMEX’s senior unsecured notes, as well as its ratings of PEMEX’s guarantee, fromBaa3
to Ba2 and, simultaneously, Moody’s withdrew PEMEX’s Baa3 issuer rating and assigned a Ba2 corporate family
rating. Moody’s also lowered PEMEX’s Baseline Credit Assessment (BCA), which reflects its standalone credit
strength, to caa2 fromcaal. These rating actions were triggered by PEMEX’s aggregated liquidity and business risk
Simultaneously, on April 17, 2020, Moody’s downgraded the credit ratings for Mexico’s sovereign debt fromA3to
Baaland maintained the negative outlook. We cannotassure you thatthe rating agencies will not announce additional
downgrades of Mexico and/or PEMEX in the future. These downgrades could adversely affectthe Mexican economy
and, consequently, our business, financial condition, operating results and prospects.

Furthermore, COVID-19 has and may continue to cause disruptionto economic activity, which may intensify the
slowdownofthe Mexican economy. See “Risk Factors— Risks Relating to Our Business — Our operations and results
have been impacted by COVID-19, which we expect will have a continued and likely material adverse effect on our
business, results of operations and financial condition.”

We may be subject toadverse economic conditions in Mexico.

Most of our operations are dependent upon the performance of the Mexican economy, mainly on matters such as
the Peso-U.S. dollarexchange rate, price volatility and inflation, interest rates, regulation, taxation, social instability
and other political, socialand economic developments in or affecting Mexico, over which we have nocontrol. In the
past, Mexico has experienced both prolonged periods of weak economic conditions and deteriorations in economic
conditions thathave had a negative impact on us. We cannot assume that such co nditions will not return or that such
conditions will not have a material adverse effecton our business, financial condition or results of operation.

During 2012, GDP in Mexico grew 3.6% and inflation reached 4.1% on average. In 2013, GDP grew 1.4% and
inflation was 3.8% on average. In 2014, GDP grew 2.8% and inflation reached 4.0% on average. In 2015, GDP grew
3.3% and inflation was 2.7% on average. In 2016, GDP grew 2.9% and inflation was 2.8% on average. In 2017, GDP
grew 2.0% and inflation was 6.0% on average. In 2018, GDP grew 2.0% and inflation was 4.9% on average. During
2019, GDP contractedby 0.1% and inflation was 3.6% on average. In 2020, GDP contracted 8.3% and inflation was
3.4 onaverage. During thefirst nine months of 2021 inflation was 5.25% on average.

Mexico also has, andis expected to continue to have, high realand nominalinterest rates relativeto the U.S but
rate differential may shrink. The interest rates on 28-day Mexican government treasury securities (Certificados de la
Tesoreria de la Federacion) (“Cetes”), averaged 4.1%, 6.6%, 7.6%, 7.8%, 5.3% and 4.2% for the years ended
December 31, 2016, 2017, 2018, 2019 and 2020, and the for the nine-month period ended September 30, 2021,
respectively.

A recession could affect our operations to the extent that we are unable to reduce our costs and expenses in
response to falling demand. Similarly, our loan portfolio could deteriorate as a result of higher delinquency rates.
These factors could result in a decrease in our loan portfolio, revenues and net income.
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Ongoing disputes and volatility in the global financial market may adversely affect our business, financial
conditionandresults of operations.

The global financial markets continue to be uncertain and it is hard to predict for how long the effects of the
global financial stress of recent years will persist and what impact it will have on the global economy. Our future
results may be impacted by the uncertainty caused by an economic downturn, volatility or deterioration in the debt
and equity capital markets, inflation, deflation or other adverse economic conditions that may negatively affect us or
parties with whomwe do business resulting in a reduction in our customers’ spending and increased risk of non-
payment or inability to performobligations owed to us. Since 2014, this risk has been exacerbated due to several
factors, including, the drop of oil prices, the slowdown of Chinese economy, the strength of the U.S. dollar compared
to foreign currencies, geopolitical tensions and, more recently, the COVID-19 outbreak and the implementation of
protective measures across theworld, resulting in a global wave of risk aversion.

More recently, certain measures on trade taken by the U.S., which have resulted in retaliatory measures from
other countries, the Brexit, U.S. monetary policy normalization along with other geopolitical and economic factors
have contributed to increase the volatility and uncertainty in several financial markets. Any interruption to the
expansion ofthe developed economies, the impact of said factors in emerging economies ora new economic and/or
financial crisis, or a combination of the above, could affect the Mexican economy, and, consequently, materially
adversely affect our business.

In addition, the normalization of monetary policy in the U.S. has caused an increase in the volatility of the
Peso/U.S. dollar exchange rate. The relative strength of the U.S. dollar against other currencies, including the Peso,
could impact manufacturing’s contributionto growth, thus affecting economic activity in Mexico.

The uncertainty of local and international policies adopted by several countries, including the United States, as
well as the worsening of other economic and political conditions worldwide could have the following effects:

e aneconomic downturnorinsufficient recovery of the economy generally and the financial markets and any
adversesocial or political developments forany reason, including ilinesses or epidemics, including COVID-
19, which may adversely impact our business, financial condition and results of operations;

¢ increasedregulationofthefinancial industry, which may increase our costs of capitaland limit our ability to
pursuebusiness opportunities;

o theinability to estimate losses inherentin credit exposure or to make difficult, subjective and complex
judgments, including forecasts of economic conditions and how these economic conditions might impair the
ability of our customers to pay their leases and loans;

e economic downturn orinsufficientrecovery ofthe economy generally andthefinancial markets, which may
impact our business, financial condition and results of operations; and

e theimposition of tariffs on Mexican imports by the United States or any other country.

The persistence or deterioration and volatility of the global economy and the financial markets could adversely
affect us, including our ability to raise capital and liquidity on favorable terms or at all. The absence of sources of
financing through the capital markets or an excessive increase in the cost of such financing may have the effect of
increasingour cost of capital and force us toincreasetherates we charge our customers. Any such increase in the cost
of financing could have a material adverse effect on our margins. In addition, our financial results are exposed to
market risks, including interest rate and exchange rate fluctuations, which can have a material adverse effect on our
financial condition and results of operations. In total, the volatility of the global financial markets, both as stemming
from inherent risks and as stemming from disputes and retaliation, may adversely affect or business, financil
conditionand results of operations and financial condition.
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Developmentsinother countries, particularly the United States, could materially affectthe Mexican economy
and, inturn, our business, financial condition and results of operations.

The Mexican economy continues to be influenced by the U.S. economy, and therefore, the deterioration of the
United States’ economy, the termination of the North American Free Trade Agreement (“NAFTA”) and
implementation of the USMCA or otherrelated events may impact the economy of Mexico. Economic conditions in
Mexico have become increasingly correlated to economic conditions in the United States as a result of “NAFTA”, and
now the USMCA, which have induced higher economic activity between the two countries and increased the
remittance of funds fromMexican immigrants working in the United States to Mexican residents. On November 30,
2018, the Prime Ministerof Canadaand the Presidents of the United States and Mexico signedthe authorization for
the USMCA, replacing NAFTA. On June 19, 2019, the Mexican Senate approved this legislation andthe agreement
entered intoforce on July 1, 2020.

As of December 31, 2020, close to 81% of Mexico’s total exports are purchased by the United States, the single
countrywith the highestshare of trade with Mexico.

Due to the recent entry into force of the USMCA, it is currently unclear what theresults of the USMCA and its
implementation will be. The newterms ofthe USMCA could have animpact on Mexico’s economy generally and job
creation in Mexico, which could significantly adversely affect our business, financial performance and results of
operations.

Any action takenby the current U.S. or Mexico administrations, including changes to the USMCA and/or other
U.S. governmentpolicies that may be adopted by the U.S. administration, could havea negativeimpactonthe Mexican
economy, such as reductions in the levels of remittances, reduced commercial activity or bilateral trade or declining
foreign direct investmentin Mexico. In addition, increased or perceptions of increased economic protectionismin the
United States and other countries could potentially lead to lower levels of trade and investmentand economic growth,
which could have a similarly negative impact on the Mexican economy. These economic and political consequences
could adversely affectour business, operating results and financial condition.

The current U.S. governmental policies towards Mexico have created instability, uncertainty and may adversely
affect the Mexican economy. For example, President Donald Trump has instituted import tariffs and enforced
measures intended to control illegal immigration from Mexico, which have created friction between the U.S. and
Mexican governments and may reduce economic activity between these countries. In June of 2019, the Trunp
administration announced plans to impose an escalating series of tariffs on Mexico unless the Mexican government
enacted certain policy changes. While the Mexican and U.S. governments were able toreach an agreement, we cannot
assure you that we will not be materially adversely affected by such tariffs, or any other policy developments or
disputesinthe U.S. orelsewhere, in the future.

Maoreover, there is uncertainty around the implications ofa U.S. taxreform for the fiscal deficit and national debt.
However, there canbe no assuranceas to what the U.S. administration willdo or the impact of these measures or any
others adopted by the U.S. administration. We cannot assure that any of these events or developments will not
materially and adversely affect the Mexican economy and, in turn, our business, financial condition and results of
operations in the future.

Additionally, economic conditions in Mexico may also be affected by political developments in the United States.
We cannot assure you that any developments in the U.S. or elsewhere will not materially and adversely affect us in
the future.

The Mexican govemment has exercised, and continues to exercise, significant influence over the Mexican
economy, including controlling inflation.

The Mexican government frequently intervenes in the Mexican economy and occasionally makes significant
changes in policies and regulations. The Mexican government’s actions to control inflation and other policies and
regulations historically have involved, among other measures, increases in interestrates, changes in taxpolicies, price
controls, currency fluctuations, taxation on investment flows, capital controls and limits on imports.
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We and the market price of our securities may be adversely affected by changes in policies or regulations
involving,amongothers:

e interestrates;

o exchange ratesandcontrols and restrictions on themovementof capital in or out of Mexico;
e reserverequirements;

e capitalrequirements;

e funding andlending limits;

o feesand commissions charged;

e inflation;

o liquidity ofthe domestic capital and lending markets; and

e taxand regulatory policies.

Mexico has experienced high rates of inflation in the pastand has therefore implemented monetary policies that
have resulted in high nominalinterest rates. The Mexican government’s measures to fight inflation, principally through
the Mexican Central Bank, have had and may in the future have significant effects on the Mexican economy and our
business. Tight monetary policies with high interest rates and high compulsory deposit requirements may have
restricted and may continue to restrict Mexico’s growth and the availability of credit, reduced our loan volumes and
incre